
g German tax plan

| faces opposition
from federal states
Germany unveiled a package of tax proposals

- at reducing the tax burden far individuals, boosting
j^-. incentives for small busingg$gB and casing their

- access to capital. The package by Theo Waigel, fin-

v - ance minister, is expected to face strong opposition
. from the Lander, or federal states, when be pres-

' cuts it to the upper house of parliament. Page 16

Italian PM pledges to fight Inflation
'

* Italy’s new prime minis-
ter, Romano Prodi (left),

pledged to fitfit inflation
and cut the budget defi-

cit to enable the country
to take part in European
Monetary Union in 1999.

Presenting the centre-left

government’s pro-

gramme, the 56-year-old

economics professor from
Bologna warned that Ital-

ians would have to make
sacrifices to reform the state and put the country’s
finances in order. Page 16; Editorial Comment.
Page 15; Lex, Page 16

Court rales in Credit Suisse case: The UK
High Court ruled that Sergio Cnoghi, the Ttatiaw

financier accusal of a 570m fraud against Credit
Suisse Ftdes Trust, could not request Swiss authori-
ties to carry out more investigations. Page 2

Washington attacks EU computer tariffs:
~~r.

. The US criticised European Union customs treat-
' mart of certain computer and telecoms products at

the World Trade Organisation, but stopped short of
:: making a formal WTO complainL Page 6

"J* OECD agrees action on bribery: The US
7; scored a success in its campaign for tougher inter-

national action against corporate corruption when
industrialised countries agreed tomake corporate

.7* bribery of foreign government officials a criminal

yj offence. Page 4

. i Lloyd’s of London faced fresh US headaches as

u. : accusations of “dirty tricks” flew over tetters falsely

cancelling meetings where US Names were to be
given details of the insurance market’s recovery
plan. Page 10

US minimum wage rise bogged down: The
House of Representatives was on track to pass an

~y increase in the US federal minimum wage, butprob-
ably with cauditioas that might cause problems in

-7 the Senate and with President Bill Clinton. Page 4

Japan caff to Ell on chip tariffs: Japan is

insisting that the -European Union commit itself to

_ flhnjjghfng M>mt«mdnrtnr fcyiffii by the year 2000
before Tokyo would boprepared to accept anEU

- :- proposal for a semiconductor industry agreement
that would also include US producers. Page 6

Communists cry fotd In Russian polk A
leading cwnmunist accused Russian President Boris

Yeltsin of planning to rig next month’s presidential

election and said the Kremlin was blocking the

opposition’s access to the media across the country.
- Page 3; Russia’scapital markets. Page 17

Solicitor to stand for WC chief executives
Lo Tak-shing, a solicitor and a former member of

the Hong Kong administration, declared his interest

in the post of chief executive, sparking life into the

contest for the top position in the territory after it

is handed back to China next year. Page 8

Hopes of osteoporosis advance: Hopes have

risen that bone fractures resulting from osteopo-

rosis could soon be brought under control after

results of a trial woe announced by Merck, the US
drugs company. Page 12

FramatomOa the French nuclear power group, has

emerged as a possible buyer of a strategic stake in

Valeo, the French automotive components com-

pany. Page 17; Lex, Page 16

Tokyo recruits 2,000 spies: Japan is

recruiting 2,000 spies from its military forces to bol-

ster its ability to keep watch on potential flash-

points in east Asia. Page 16

Userdrola In plan to halve debt: Debts
• Amounting to more than gllbn at the Spanish pri-

vate-sector electrical utility Iberdrola are set to be

halved in the next three years. Page 18

Liberty, the UK retail and textiles group,

announced the closure of its lossmaking chain of 20

regional stores at a cost of £&m ($7.6m). Page 24

Second Indian bomb kflte 14: In India’s

-sactHxi major blast in two days, a bomb killed 14

people on a bus travelling from Agra through the

north-west state of Rajasthan. It was not clear

whether the explosion was linked to Tuesday’s car

bomb in New Delhi in which 13 died.

Beef ban protest could lead to virtual paralysis of Brussels business Toys R Us

UK action threatens EU projects Sr
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By Robert Poston m London and
Bruce Clark and Caroline

Southey in Brussels

The British government’s
campaign to undermine Euro-
pean Union business could lead
to the shelving of projects it has
been championing, including a
crackdown on EU fraud.

The disclosure came as the UK
sowed confusion among its EU
partners in Brussels yesterday by
wanting them of a slowdown in
Union business, although UK rep-

resentatives continued to take
part in most activities.

British diplomats told their EU
counterparts that “co-operation
would be impaired” and they

Daimler

chief wins

showdown
with angry

investors
By Michael Undemann

|

in Stuttgart

Mr Jflrgen Schrempp, chief

executive of Daimler-Benz,
Europe’s largest industrial con-
glomerate, yesterday survived his

first showdown with sharehold-

ers after disclosing the group had
completed talks on the sale erf its

Dornier subsidiary to Fairchild,

the US aircraft maker.
Contracts woe “ready for sig-

nature” and Daimler-Benz hoped
to complete the deal after a meet-
ing erf Dornier shareholders on
June 5. Mr Schrempp said.

The Donties; family, which last

week publicly attacked Daimler
for wanting to sell the loss-

making regional aircraft manu-
facturing subsidiary, could still

veto the sale because it retains a
stake in Dornier. But Daimler
was “very confident" the deal
would go ahead.

Mr Schrempp had been expec-

ted to face fierce criticism from
tire 10,000 shareholders gathered

In a indoor stadium after the
group suffered net losses last

year of DM5.7bn ($3-75bn) and
omitted its dividend for the first

time in the company’s history.

However, the prospect of a deal

on Dornier helped disarm angry
shareholders - as did a strong

increase in group sales in the
first four months of this year and
a 20 per cent rise in the Daimler
share price since last May, when
Mr Schrempp took over as chief

executive.

Nevertheless, more than 40

attacked the management board
over last year’s losses. One critic-

ised tiie board for its “statement

of bankruptcy”, another said the

group would have been “a case

for receivership” if it had not
been for the profitable car and
truck division.

Another shareholder told the

meeting he had a document
showing Daimler expected a net

loss last year of DM3Q2m. con-

trary to profit forecasts that Mr
Edzard Reuter, Mr Schrempp’s
predecessor, had announced at

last year’s AGM.
Mr Manfred Gentz. finance

director, admitted he had seeD

such a document but said it did

not represent a reliable basis for

a profit forecast

By focusing on the better pros-

pects for 1996 and beyond. Mr
Schrempp took the sting out of

shareholder anger.

In his address he attempted to

set a new management tone for

the group by assuming much of

the blame for last year’s poor

results, most of which relate to

his own purchase of Fokker, the

Dutch aircraft maker.

IBs willingness to admit mis-

takes drew support from some
shareholders who contrasted his

stance with that Mr Reuter, who
stepped down last May.

Significantly, throughout his

Continued on Page 16 I

Daimler warns of further
restructuring. Page 18
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would refuse to say anything
that would bind the bands ofUK
ministers. As a result, meetings
of EU ministers could be virtu-

ally paralysed by a huge backlog
of business which is usually tack-

led by officials at a lower level.

The first signs of this policy

were felt yesterday when British

officials held up three items at a
diplomats’ meeting denting with
customs regulations and scien-

tific research.

Senior members of the govern-
ment also warned that its pro-
gramme to disrupt EU dedsion-
making would have no excep-
tions. An early test of its resolve
in this respect will probably be
the meeting in 10 days’ time of

EU finance ministers. The
agenda is expected to include a
vote on measures to allow on-the-

spot inspections for possible
fraud against the EU budget,
which the UK has been promo-
ting for months. “We would not
be in a position to agree [to the
proposal]", said a senior official.

A further sign of the govern-
ment's resolve was the derision

that Mr Malcolm Rifkind, the for-

eign secretary, will now take the
lead in efforts to have the beef
ban lifted, effectively sidelining

Mr Douglas Hogg, agriculture
minister.

There was a further blow to Mr
Hogg's authority when responsi-

bility for the programme far cull-

ing cows and eradicating “mad
cow” disease, or BSE, from the
UK herd was transferred to a
new ministerial committee,
under Mr Roger Freeman, the
public service minister. It will be
supported by a cnrnmitti*i erf offi-

cials.

A separate ministerial commit-
tee, chaired by Mr Major, will

co-ordinate the EU action pro-
gramme. It too will be backed up
by a committee of officials,

chaired by Sir Robin Butler, bead
of the UK civfl servioa

Ministers denied that the dis-

ruption campaign was mainly
aimed at a domestic audience
and was designed to boost the

government’s flagging opinion

poll rating. “Anyone who thinks

this is a PR exerdse is not living

in the real world", said a Down-
ing Street official.

Mr Major yesterday reassured
Mr Jacques Santer, European
Commission president, that the
Brussels bureaucracy was not the

target of the government’s
action.

In a phone call from Downing
Street yesterday, Mr Major said

the aim was to put pressure on
member states which have
refused to accept the scientific

facts and ease the beef ban.

EU plays down threat, Page 10

Bewilderment turns to despair,

Page 15

Russia is ‘welcome

to join’ Paris Club

Mmtar-Bonz chief executive JOrgen Schrempp during fas first meeting with

tothottn yesterday. Instead of a fierce reception from the 10,000

sharehoidera in Stuttgart he was able to head off anger by announcing that

talks on the sale of ite Dornier sfanfclary to US aircraft maker Fakchad had

been completed and contracts were ‘ready for stature*. pumcap

action

on rivals
By Richard Tomkins to New York

Toys R Us, the world’s biggest

toy retailer, yesterday faced
accusations by US competition
authorities that it had used its

market clout to force prices

higher and stop toys reaching
rival stores.

The Federal Trade Commission
filed an administrative com-
plaint against the company
alleging that it extracted agree-

ments from toy manufacturers to

stop selling certain toys to ware-

house dubs, a form of discount

store, because they were selling

the items too cheaply.

However, two out of the five

commissioners dissented from
the decision to press charges,

and Toys R Us vigorously denied

them.
Mr Michael Goldstein, chief

executive of Toys R Us, said he
was “astounded" at the FTC's
complaint, which will be
referred to an administrative
court in the hope of obtaining an
order against the company.
Toys R Us, which last year had

worldwide revenues of $9.4bn, is

tiie dominant toy retailer in the

US, with 20 per cent of the mar-
ket
But is recent years it has faced

a growing challenge to its repu-

tation far low prices, from dis-

count store chains and ware-
house dubs.
But as early as 1989, the FTC

said. Toys R Us started using its

market power to extract agree-

ments and understandings from
manufacturers, under which:
• Manufacturers would not
allow the warehouse clubs to
buy tiie same toys that Toys R
Us carried.

• If such toys were supplied to

warehouse clubs, they would
have to be packaged as higher-

priced “specials” - typically,

combinations of two or more
items - that could not easily be
price-compared with the Toys R
Us item.

• Manufacturers agreed to teU
Toys R Us which items they
planned to supply to the ware-
house dubs so that Toys R Us
could decide whether the sales

posed a competitive threat
“As a result," said Mr William

Continued on Page 16

By Graham Bowtey in Paris

Russia would be welcome as a
member of the elite Paris Club of

creditor nations even though it

has just rescheduled its own
huge debts, a senior dub official

indicated yesterday.

Mr Christian Noyer. president

of the Paris Club and chief of

staff at the French ministry of

economy and finance, said Russia
was entitled to join the other 18

Paris Club members because it,

too. had not been repaid by
debtor nations.

Money owed to Russia, which
may total SlQObn, arise from its

former role as a political and
financial patron of Third World
countries. Mr Noyer stud he had
met Mr Victor Chernomyrdin, the
Russian prime minister, to dis-

cuss the issue and that technical

work on the country’s admission
had begun.
In another surprise develop-

ment this week, Russia said it

wanted to join the Organisation

for Economic Co-operation and
Development, the Paris-based
economic advisory agency spon-

sored by the leading industria-

lised countries.

Membership of the Paris Club
would be another important step
towards Russia's acceptance into

the western fjnnnri.ii community.
News erf its possible entry into

the elite could also give President

Boris Yeltsin an extra political

boost at home ahead of nest
month's fiercely contested presi-

dential elections. Western gov-
ernments and financial institu-

tions have been firmly behind Mr

CONTENTS

Yeltsin in his bid to prevent the
communists from returning to

power.

Mr Noyer cautioned that it

would finally be a political deci-

sion taken by governments
whether Russia should become a
full member of the Paris Club or
whether it should have a looser

association with the Paris Club
members.
Last month, Russia reached

agreement on rescheduling $40bn
in government loans, the largest

deal done in the club's 40-year

history.

One Russian specialist at a US
bank in London said Paris dub
membership would be a very pos-

itive thing for Russia.

The country would be able to

claim favourable terms on its

outstanding debt and “a whole
class of assets on its balance
sheet would suddenly be worth a
lot more".
Financial analysts estimate

that bad debts owed to Russia

total around SlOObrt

Technical problems revolve

around whether this debt, most
of which is denominated in rou-

bles, should be valued in current

rouble toms or at the value of

the rouble when the loans were
first made, which would signifi-

cantly reduce their worth.

Difficulties surrounding the
legal terminology used in the

loan contracts might also mean
the debts could be repaid in raw
materials or in US dollars. Many
of the countries in debt to Russia

also view the loans they received

as subsidies when they were cli-

ents of the former Soviet Union.

This announcement appears as a matter of record only

£82 .500,000
Acquisition of 90 MGM cinemas and expansion finance by

ASSOCIATED BRITISH CINEMAS LTD

Led and arranged by

ICINVen
Equity provided by

CINVen funds

.16 Ms

. 16 Am Gads

Cmsswsrt

.15 nanzssJ_
_1Z ML Cap Mas

.

13 CanuiMdflM 25

25 FT Aauanes 32

HPM FT/SP-AWM races 36

24 Fteigi Exdrmgee . 27

.IB-202 Geld Mates 25

26 b*. Bond Sentce 26

Menagad Finds 3031

Money Mates 27

Ffecert Issues 36

9bb Womaticn 28£B

London SE 32

WriSt/Bouses 33-36

© THE FINANCIAL TIMES UMlTEP 1996 No 32,991 LOUDON • LEEDS • PARIS snxaamfl hadhd • rbi tow 10s asseles ran boss kdmg

Debt facilities provided by

Bank of Scotland
The Royal Bank of Scotland

HSBC Investment Bank

Lovell White Dunant acted as solicitors to the company and to the equity Investors

Detoltte & louche acted as Investlgating accountants

CINVen / INDEPENDENT / VISION

Seeing the big picture

CWVen Utf Is regutod by IMRO h tfw comma af biws&nM Butems



EUROPEAN NEWS DIGEST

Ciller calls on
coalition to go
Mrs Tansu Ciller, leader of Turkey's conservative True Path
party fDYP). yesterday demanded that the country’s fragile

coalition government Quit. Mrs CUler. whose party is a
member of the coalition, said: “The government has become a

platform for destroying the True Path party. The government
is not working." The DYP and the Motherland party ofMr
Mesut Yilmaz, the prime minister, formed a minority
government in March, but feuding between the two rivals for

leadership of the divided centre-right has paralysed the

government. Two weeks ago Mr Yilmaz claimed Mrs Ciller had
misappropriated $6.5m shortly before resigning as prime
minister in March.

The coalition is 15 seats short of a majority in the

550-member parliament where Refah, the Islamis t opposition

party, holds nearly a third of the seats. Analysts say Refah is

gaining at the expense of the feuding parties and would take

more than 30 per cent of the vote if an election were held

today, giving it control of parliament.

Two DYP ministers quit the cabinet in support of Mrs Ciher
Mr Unal Erkan. bousing minister, and Mr Ayvaz Gokdetnir.

minister for relations with central Asian republics. Share
prices tumbled 4.5 per cent and the Turkish lira lost 1 per cent
against the US dollar. Turkish treasury bill prices lost 3.5 per

cent in the day. John Barham. Ankara

Strike puts contracts at risk
BMW is reviewing its single-supplier agreements with Raufcss,
the Norwegian automotive component maker, following the

10-day strike by 37,000 mechanical engineering workers that

ended yesterday.

The strike, which crippled output at hundreds of companies
in Norway, ended with agreement between employers and
trade unions on a revised pay deal. The engineering
employers’ federation estimated the strike had cost the 450

companies affected up to NEr2bn (S305m> in lost production

and said the dispute had damaged goodwill among foreign

customers of Norwegian exporters. Saab, the Swedish
carmaker, lost more than a day’s production because it ran
out of parts supplied by Raufoss.

Norwegian shipyards were brought to a standstill by the

strike, but Kvaemer, the biggest shipbuilder, said it hoped to

be able to catch up time lost on big contracts. The
Fellesforbundet trade union federation called off the strike

after the employers agreed a new annual pay deal which will

lower the standard retirement age from 64 to 62, instead of 63

as previously proposed. However, no extra cash was included
in the new agreement. Hugh Camegy. Stockholm

Free market in auditing urged
A report funded by the European Commission into the future

of auditing in the European Union is to recommend a free

market approach which will delight leading accountancy
firms. The report, by the Maastricht Accounting and Auditing
Research Centre, is expected to be published next week. An
EU green paper on auditing will follow this summer. The
report concludes that intra-EU trade in audit services can best

be stimulated by removing restrictions on tbe ownership,
management and control of audit firms.

The authors believe many services will still be provided by
local auditors, because of the special knowledge required in

each country. The report will also urge member states to

release auditors from national laws and regulations when
offering services in another member state. Furthermore, the

report believes audit quality can be improved by removing
restrictions designed to protect the independence of auditors -

such as curbs on the scope of services offered, fee setting,

advertising and length oftenure. The authors believe— .
- -

increased competition in a less restricted market wfl] improve
audit quality. Jim Kelly, London

Dog-fight over defence minister
Hungary’s opposition parties yesterday stepped up calls for

the resignation of Mr Gvorgy Keleti, defence minister, after it

emerged that Hungarian fighter aircraft had participated in

military exercises in Poland earlier this month without
parliament’s permission. Under the constitution, the armed
forces may not cross the country's borders without

parliament's approval except for United Nations peacekeeping

or exercises based on international treaties.

Although Mr Keleti ordered the aircraft to return early,

opposition MPs say he knew the eight MiG-29s had left for the

sharp-shooting training exercises. Mr Keleti, a leading member
of the Socialist-led government and one of Hungary’s most
popular politicians, says General Sandor Nemeth, chief of the

armed forces, gave the orders to the air force without

consulting him. Gen Nemeth says the exercises were long

planned and were included in a training plan submitted to the

defence ministry in February. Virginia Marsh. Budapest

ECONOMIC WATCH

Dutch production leaps up

Dutch manufacturing

Output annual % change

Dutch manufacturing
production rose by 6.9 per

cent, seasonally adjusted, in

March compared with
February, and by 5 per cent

against a year earlier, the

I bureau of statistics said

j!
~ yesterday. The March figures

J
1 were far higher than forecast.

•_ . / M Economists’ consensus for

-ill \/\K I March was a modest rise of

A* J
* y\ rfv I o.6 per cent year-on-year and

- / !_V—U 2-4 per cent month-on-month.

/ f First-quarter manufacturing
output rose by 2 per cent,

with the metal sector

19B4 95 96 production growing by 4.8 per

Source: oatastrearc cent, but chemicals dipping

2.5 per cent. The bureau said

the hard winter hit the wood and building materials industry

hardest; output dropped by 13 per cent in the Januarv-March
period. Reuter. Voorburg

m Sweden had a current account surplus of SKr4.6bn <$686m>

in March, following SKr5.4bn in February and SKr3.8bn in

March last year. Retail sales fell 1.6 per cent in March from a

year earlier. For the three months to March, sales were down
1.3 per cent.

Financier loses in extradition case
Italian allegedly involved in $70m investment fraud against Credit Suisse subsidiary

By John Mason,
Law Courts Correspondent

An Italian financier accused of

mounting a $70m fraud agains t

an investment trust subsidiary

of Credit Suisse Holdings, the

largest financial group in Swit-

zerland, yesterday suffered a
setback in his long-running
fight against extradition from
London.

Mr Sergio Cuoghi. who lives

in London's fashionable

Knightsbridge area, is accused
of involvement in a fraud in

which investors with Credit
Suisse Fides Trust (CSFT) were
persuaded to invest $70m in

supposed transactions in
"prime bank instruments"
such as stand-by letters of
credit. The transactions, they
were told, would yield returns
of up to 50 per cent a year.

In the High Court in London
yesterday, Mr Cuoghi lost an
attempt to have the Swiss
authorities, in effect carry out
investigations on his behalf.

The final habeas corpus hear-

ing to decide whether he will

be sent to Switzerland to stand
trial is now expected later this

year.

The case has proved highly
embarrassing for CSFT
because a senior vice-president

with the company has admit-

ted working with Mr Cuoghi to

carry out the alleged fraud. Mr
Balz Voellmin. who worked in

the company's Geneva office,

signed contracts on behalf of

CSFT which enabled the

alleged fraud to take place.

Investors have claimed Mr
Voellmin's involvement in the

scheme was crucial to their

agreeing to invest.

The case is little known out-

side Switzerland because, until

recently, many UK court hear-

ings over Mr Cuoghi’s activi-

ties have been held in secret

while CSFT has kept a low
public profile over tbe affair.

But the matter has attracted

the attention of banking secu-

rity experts who follow cases

of alleged prime bank instru-

ment fraud - a form of finan-

cial crime that has mush-
roomed over the past decade.

Prime bank instrument
frauds typically involve
investors being told a convinc-

ing story of how apparently
genuine financial instruments
can be sold on a secondary
market and produce exception-

ally high returns. However, the

instruments turn out to be
bogus, no transactions ever
take place and the invested
capital is lost.

The alleged fraud took place

at the company's Geneva
offices between June 1992 and
October 1994, when it was
uncovered. Mr Voellmin has
admitted his role in events and
is co-operating with Swiss
prosecutors.

According to the evidence
put to the UK Court of Appeal

in December over an order

freezing some of Mr Cuoghi's

assets, investors deposited a

total of S70m with CSFT to be

used in transactions in

stand-by letters of credit, bank
guarantee discount operations

and Eurodollar bond invest-

ments.

The investors, usually pro-

fessional investment managers

handling clients' money, were

promised returns or ‘'commis-

sions" of between 30 and 50 per

cent
Investors dealt with Mr

Voelbnin at CSFT. Investors'

money was then passed to Mr
Cuoghi to invest in the sup-

posed transactions, the court

was told. But no such transac-

tions ever took place and
although com miss loos were
paid, they were funded by
money coming In from other

investors, it is claimed.

In March 1991. there was no
money to pay commissions. To
do so. Mr Voellmin has admit-

ted stealing $22m from two
other client accounts at CSFT.
Tbe bulk of the money was
used to pay commissions. Tbe
remainder, the UK courts have

heard, was used by Mr Cuoghi
in October 1994 to buy a major-
ity stake in the small Frank-
furt-based Deutsche-Schweizer-

ische Bank-tDSB).
The bank then ran out of

capital and was closed down by
German hanking authorities in

early 1995.

The alleged fraud was dis-

covered when CSFT investi-

gated a bill of exchange signed

by Mr Voellmin. This pur-

ported to confirm that CSFT
held 8100m in an account for

Fendal Investments, a British

Virgin Islands company whose
directors included both Mr
Cuoghi and Mr Voellmin .

The bill of exchange was
used in the purchase of DSB.
However, no such account with
CSFT existed, the courts have

heard. Mr Voellmin was
arrested and the extradition

proceedings against Mr Cuoghi
begun.
At yesterday's hearing, law-

yers for the Swiss government
succeeded in overturning an
earlier court order that letters

of request should be issued
asking the Swiss to determine
whether both, Mr Voellmin and
another CSFT employee had
given dishonest testimony and
whether the transactions had

been properly authorised by
CFST, contrary to what the

company has claimed.

Before his final extradition

hearing. Mr Cuoghi should be

allowed to obtain more evi-

dence from the two men and
have access to minutes of

CSFT board meetings, his law-

yers said.

The judge, Mr Justice Cara-
watb. ruled in favour of the

Swiss government, saying Mr
Cuoghi s claim was simply an
assertion.

PWTM

Credit Suisse trust fights some damages claims
By John Mason

The involvement of a senior insider

in the alleged fraud at Credit Suisse

Fides Trust has led to controversial

civil court cases in Switzerland and
arguments whether some investors

acted in “bad faith'’.

Two investors have mounted claims
for damages approaching $70m,
insisting CSFT honour the contracts

Mr Balz Voellmin entered into. CSFT
is refusing to pay, maintaining tbe

contracts are legally invalid because

some investors should, in effect have

known what they were dealing with.

The investors include a Swiss
investment manager who invested
some g49m on behalf of clients and a
Mr Helmut Disch, a German broker
who invested $1.48m of his parents'

money. A German investment com-
pany is not involved in court action

bat is seeking an ont-of-conrt

settlement
The losses suffered by investors

vary but both the Swiss investor and
Mr Disch are claiming damages for

the loss of initial capital and tbe

promised returns.

Dr Dieter Hauser, president of the

CSFT executive board, said these
Investors acted in “bad faith"

because they were professional
investment managers who should
have known about the dangers of

prime bank instrument fraud and the

improbability of guaranteed returns

of up to 50 per cent
Dr Hanser said some of those who

lost money had been compensated
because the bank held that they had
acted in good faith. “Something
wrong happened in our company.
When that happens we have to take

responsibility and pay compensa-
tion."

The suggestion of bad faith is

firmly rejected by tbe investors. Dr
Franz Satmer. Mr Disch's lawyer,
said: “Mr Disch was a professional

broker. He did not have specialised

banking expertise. Be relied upon the

knowledge and expertise of the hanks

and institutions he was brokering cli-

ents to and always chose first class

institutions such as CSFT."
CSFT has also had to examine why

its controls proved so inadequate that

internal audits, the back office and

Obstacles still hinder purchase of insurance and banking products, says Brussels

Financial services held up at borders
By Neil Buckley in Strasbourg

Commissioner Emma Bonino:
“We are sending a signal"

EU states and financial

services groups are failing to

embrace the single market
fully, the European. Commis-
sion said yesterday as it

launched a campaign to sweep
away remaining barriers to

cross-border selling of insur-

ance and banking products.

In a green paper, Mr Mario
Monti, financial services com-
missioner. and Mrs Emma Bon-

ino, consumer policy’ commis-
sioner. said significant
progress had been made in lib-

eralising cross-border selling of

financial services. More than

50 directives had been issued,

but member states had not
implemented all of them, and
financial services groups were
not always selling products

internationally when they
could.

“We are sending a signal.

The Commission is saying we
think financial services, like

other goods, should be
arranged so that the single

market benefits consumers,"
Mrs Bonino said. "This is an
industry that has not com-
pletely taken on board the
implications of the single mar-
ket There are major dispari-

ties between countries."

The paper targeted seven
problem areas to be tackled:

• Some companies were still

refusing to sell financial ser-

vices to consumers not resi-

dent in tbe state in which they

were based. The Commission
said it had received complaints

from consumers that they were
being refused insurance, or
charged higher premiums, ou
the grounds that they came
from certain EU countries, and
so represented a higher risk.

• Member states could still

impose domestic rules which
limited sales of cenain types of

products or services - for

example, inierest-bearing cur-

rent accounts were still illegal

in one member state.

• Even where financial insti-

tutions were offering services

such as mongages or con-
sumer credit on a cross-border

basis, they sometimes failed to

provide adequate information
or customer service. Problems
encountered included docu-
ments not being translated
into tbe language of the con-

sumer, or figures presented in

a misleading way.
9 Unregulated financial inter-

mediaries were taking “aggres-
sive". and sometimes illegal,

actions to sell banking and
investment products, which
were causing "considerable dis-

tress or even hardship". Con-

sumers seeking credit were
offered apparently attractive

conditions by brokers repre-

senting foreign institutions,

but the information turned out

to be poor.

• Many consumers were com-
plaining about the difficulty of

enforcing cross-border con-

tracts.

• Lack of tax harmonisation

made it difficult, for example,

to deduct contributions to life

assurance or mortgage repay-

ments in another member
state.

• Motor insurance presented

particular problems, with
insurance of victims of an acci-

dent involving a vehicle from
another member state but
caused by a local vehicle not

covered by tbe current green

card system.

The paper also warned that

the rapid growth of electronic

UK disruption pledge arrests talks on Europol
By Bruce Clark in Brussels

Negotiations over how much
say the European Court of Jus-

tice should have over the pro-

posed European Union police

agency. Europol. were proceed-

ing amicably until tbis
week's pledge by Britain to dis-

rupt EU business, diplomats
say.

Officials involred in the
negotiations say they still

believe that disputes over the
court's role, which has held up
a convention bringing Europol

into full-blooded existence, can
be finessed if London shows a
minimum of flexibility.

The establishment of Euro-
pol is a top priority for German

Chancellor Helmut Kohl, who
said last week that failure by
the EU to mount a coordinated
fight against crime could lay

the ground for a resurgence of

the extreme right

"Internal security" would be
one the main Issues facing the

EU in the next century, he said

during a visit to the European
Commission.

“Politicians who do not
understand that need not stand
for re-election.”

Britain has accused all Its

partners of erecting unneces-

sary barriers to the establish-

ment of Europol by insisting

on giving the court some
responsibility for the agency.
But behind-the-scenes

exchanges on the precise delin-

eation of the court's role have
been conducted in a friendly

atmosphere and. at least before

this week, there seemed to be a

fair chance of reaching agree-

ment by the Florence heads of
government summit next
month.
EU legal experts have laid

out the case for giving the
court a role by mapping out slx

examples of cases where the

court would need to be con-

sulted. UK officials have
demurred from all these argu-

ments, while stressing that
they remain “open to persua-

sion" on the usefulness of
Involving the court.

In the latest move, a working

group from the other EU
nations has commented on tbe

British objections, and found
merit in some of them. This

group's conclusions are under-

stood to be under consider-

ation in London.
Among the “examples" cited

by the EU experts are:

• The ECJ might need to pro-

nounce on whether data
exchanged through the Euro-
pol network could be used as
evidence in trials by national

courts.

• The court might be needed
to ascertain liabilities in cases
where peoples' interests were
damaged by information trans-

mitted along the Europol net-

work.

• The court might be called

on say whether Europol had
acted improperly in allowing
leaks of information which was
supposed to kept confidential.

• The ECJ might be drawn in

to cases where an individual
applied through his or her own
country's courts for access to
information in the Europol
files.

Some member states believe
the court should have broad
responsibility to pronounce on
what sort of information Euro-
pol should be allowed to keep
on its data bank.
The Benelux countries last

week urged the Italian presi-
dency to come up with a com-
promise proposal which made

possible, but not compulsory, a
recourse by national courts to
the court on certain issues.

Germany will be pressing
hard for progress on the issue

at the next EU justice minis-

ters' meeting on June 4.

The atmosphere of this dis-

cussion is likely to be strongly
influenced by tbe outcome of
tbe farm ministers' meeting
which is due to be held a day
earlier.
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Romania yesterday bowed to

pressure from unions and
replaced the general manager
it had brought in to shake up
the national airline, Tarom. a
week after appointing him.

The move follows angry
scenes when 200 technical

workers occupied the airline's

offices on Monday, forcing the

management to leave as Mr
Gheorghe Racaru was finalis-

ing his contract to take over

the running of the heavily

indebted state-owned carrier.

The incident conies just

weeks after a representative of

the State Ownership Fund

(SOF) - which holds stakes in

state companies - died after

being taken hostage overnight
by angry workers at a packag-
ing factory in Turnu-Severin

in western Romania.
In a terse statement, the

SOF, which holds 70 per cent

of Tarom, said it had re-

appointed the former board. It

was not clear whether Mr
Racaru would return to his
previous position as deputy
general manager.
Mr Racaru had been general

manager before 1993 and had
returned to the job promising
a radical shake-up of the air-

line, which is believed to have
debts of about $400m.

He said at the weekend he
intended to dismiss 400 of Tar-

om’s 3,500 employees and to

keep just 16 of its 64 aircraft

in service by withdrawing
Soviet-made ones, mainly used
on internal flights. Tarom has
already agreed to band over
some routes to DAC-Air, a new
private airline which is due to

launch its first internal ser-

vice on Monday.
The technical workers had

supported another candidate
who was believed to favour a
less radical restructuring, and
they argue that Mr Racaru had
a poor track record in his pre-

vious spell at the head of tbe

company. Government offi-

cials upheld the workers'
claim that the process for
appointing him had been
incorrectly and hastily organ-
ised by the SOF.
Concern over safety stan-

dards at Tarom has mounted
since one of its Airbus A3i0s
crashed last year with the loss

of 60 lives and since recent
fatal accidents involving other
Romanian airlines.

Tarom has been under finan-
cial surveillance since last

September. But Its future is

politically sensitive in an elec-
tion year and the government
is considering giving the com-
pany special status due to its

strategic importance.
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supervision by Mr Voellmin’s superi-

ors all failed to detect his activities

for more than two years.

Dr Hauser admits: “Nobody expec-

ted this. The person worked with us

for many years and was thought to

be a person we could rely upon."

The discovery of the alleged fraud

and Mr Voellmin's role on it came as

an unwelcome surprise, he agrees.

“It was very bad news. Discovering

one of your vice-presidents is a crimi-

nal is a rough wake-up in the morn-

ing.*' he said.

banking and financial services,

by telephone or PC, could pro-

mote the single market, but
presented special problems of

regulation and consumer pro-

tection.

The Commission is inviting

comments by October 15,

before drawing up policy pro-

posals in a white paper. But
consumer groups said it was
not acting quickly enough to

create a financial services sin-

gle market, compared with
progress in other sectors.

There were "many concrete
initiatives which should have
been taken by now", said the

Bureau European des Unions
de Consommateurs. the Euro-
pean consumers' organisation.

"[The paper] seems to be
rather passive in its approach,
tending to wait for problems to

arise rather than taking the
initiative."
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, Communists ‘Red belt’ peasants to vote collectively

'fVklll lFl Chrystia Freeland reports from the village where workers earn $6 a month and a bus ticket costs $4

y
A. MAJL HI T n thw KramHn, and on the buzzing

I streets of the swish shopping cHs-

• . -m-m J-trict which surrounds it, confi-

9JP w'W£m+*m+-m -mum. I I dance is rising that Russian President

V%' I I || | |
'

" Boris Yeltsin will comfortably win
%4lkJroPA M M JVrJLl. next month’s presidential election.

B~ But in the depressed villages

^ irsy-
•4 n IV

w £ • F

" h
-

?i

pol

By Chrystia Freeland and
John Uoyd m Moscow

A leading
.
communist

yesterday accused Russian
President Boris Yeltsin of plan-
ning to rig next month's presi-
dential election and said the
Kremlin was blocking the
opposition's access to the
media across the country.
The charges came as several

opinion polls showed a lead far
Mr Yeltsin over his communist
rival, Mr Gennady Zyuganov.

“I think the results of the
election win, in simple terms,
be falsified." said Mr Viktor
niyuMn, a haniimg communist
who is the head of the parlia-

ment's security commission.
*1 think the president will

not be elected, he will be
named, * Mr filyukhm said.
“Boris Yeltsin will be declared
president although Gennady
^yuganov will win."
? GommnniRt nffiHa* Communist officials ai«tn cir-

culated copies of a letter pur-
portedly sent by a regional
governor in which he ordered
all local newspapers regularly

to publish reports written by
Mr Yeltsin's campaign staff

Russia’s three naHm-mi tele-

vision stations devote dispro-

portionate airtime to Mr Yelt-

sin. Opposition candidates,
including Mr Zyuganov, have
been ignored fay the regional

media on their campaign tours

of the Russian provinces.

Each of the 11 candidates is

entitled to 30 minutes of free

air time an each of the two
national stations and the St

Petersburg channel.. They, can
alan buy an -equal amount of

tfana- But the limits have not
affected Mr Yeltsin, who has

mustered all the power of
Incumbency to dominate the
media, especially television. He
is on virtually every newscast.
Mr Igor Bunin, head of the

Centre for Political Technolo-
gies and an adviser to Mr Yelt-

sin. said the president’s lead in

four out of five recent surveys
meant that - barring accidents
- Mr Yehsin was almost cer-

tain to win.

However, in the past Russian
opinion polls have proven to be
an inexact science and some
analysts warned that rural vot-

ers, one of the most committed
communist constituencies,
were overlooked by many of

the recent surveys.

Russia’s turbulent political
gamp could also throw up a
wild-card in the three-and-a-
half weeks remaining before
the ballot One possible source
of trouble is war-tom Chech-
nya. where at least 40 Russian
soldiers were reportedly killed

yesterday in an attack by
besieged Chechen separatists.

The battle is the most seri-

ous clash since the killing last

month of Mr Dzhokhar
Dudayev, the first Chechen
separatist leader, and is an
unwelcome reminder for the
Kremlin that Mr Dudayev’s
death has not ended the Che-
chen drive for independence.
In a pre-election attempt to

demonstrate his willingness to

negotiate an end to the 17
month war in Chechnya, Mr
Yeltsin has said he would visit

the region later this month.
However, some of his advisers

have cautioned that the secu-

rity risk is too great and yes-

terday's attack could add
weight to these warnings.

I
n the Kremlin, and on the buzzing

streets of the swish shopping dis-

trict which surrounds it, confi-

dence is rising that Russian President

Boris Yeltsin will comfortably win
next month’s presidential election.

But in the depressed villages

beyond the reach of most opinion poll-

sters, many of Russia's peasants are

still hoping the ballot will put the
' Communists back in power.

The reforms launched by Mr Yeltsin

four years ago have brought prosper-

ity to the growing middle class in

Russia’s biggest cities, but the transi-

tion to a market economy has been
devastating for the countryside. Last
year’s harvest was the worst In three

decades 'and. Impoverished rural vot-

ers responded by backing the Commu-
nist party overwhelmingly in parlia-

mentary elections last December.
In Privolnoye, a sleepy village of

4.000 citizens in the southern Russian
swathe known as the “red belt”
because of its political inclinations,

condemnation of the current regime
Is unanimous. Although it is the
birthplace of the forma1 president, Mr
Mikhail Gorbachev, who first began
to reform communism, old and young
alike crave a return to the certainties,

and the shabby economic guarantees,

of the Soviet era.

“If they could make things as they
were before, that’s what 1 would like,"

says Mrs Raisa Raskina, a 47-year-old

woman who earns her living peddling
used clothes and kitchenware from a
tattered plastic bag she carries on the
handle-bars of her ancient bicycle.

“That's why J will vote for the Com-
munists."

In the old days, Mrs Raskina was
the town's insurance saleswoman.
But after the hyperinflation of the
early 1990s devoured their savings,

the people of Privolnoye became waxy
of putting their money into savings
accounts or insurance plans. Mrs Ras-
kina said that this year she couldn’t

sell a single policy.

Her family’s income has been far-

ther diminished by the collapse of the
collective farm, the main employer in

the village. Like most of the Russian
agricultural sector, the Privolnoye

farm is in such dire straits it has sold
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Communist party leader Gennady Zyuganov addressing an election rally yesterday some 600km south-east of Moscow

off all of its livestock and the monthly
salary for form workers, when they
are paid at aQ. is RbsSO.OOO ($6). A bus
ticket for the two-hour trip to Stavro-

pol, the nearest city, costs Rbs20,000

f$4).

“For the past four years they have
done nothing but tear the country
apart,” says Mrs Maria Gopkalo, a

retired teacher whose husband once
worked on the collective farm. “They

want to sell land and have private
formers, but here in Russia we need
collectives."

Like most of the villagers, Mrs Gop-
kalo is shabbily dressed and poorly

shod, and says that in winter she Is

hard-pressed to buy enough food for

herself and her husband. Yet she is

more concerned about her grandson,

who, she says, is an excellent student

but will not go on to university

because the fomfiy cannot pay for the

education which, under Soviet rule,

was free. And without a degree, she
worries that he will never escape his

dying hometown.
Local youths, snaking rough Rus-

sian-made cigarettes and chewing
sunflower seeds on a street comer,
suggest that Mrs Gopkalo has good
reason to be concerned. Attempting to

strike menacing poses as they lean on

Russia’s central hag intervened
to protect one of the country’s

largest commercial fa»»ks from Its

creditors following persistent

rumours about liquidity problems at
Unicombank, writes John Thornhill
in Moscow.
The bank, rated one of the top 20 in

Russia with 250,000 private
depositors, confirmed it was facing a
“management crisis” but denied it

was in financial difficulties.

Many of Russia’s 2,500 commercial
banks appear to be in a parlous
flnmrfal state as the sharp fall in
frifinHnn to less than 2 per cent a
month has made conditions more
li^manding.

But Russia’s banking authorities

appear desperate to prevent a rash of

banking crashes before next mouth's
presidential election, while stressing

they will refuse to bail out those
banks which have run into

difficulties.

The central bank, which has little

regulatory experience, has been
trying to develop mechanisms to

protect troubled banks from their

creditors and allow them to
restructure.

their rickety bicycles, they form a sad

contrast with the children of the rich

in Moscow’s extravagant night clubs.

“Life is very boring here. We drink,

we go wild, we steal our neighbours’

chickens,'' says Valery, a tattooed 23-

year-old who describes himself as a
businessman. “Why work, when every

day life just gets worse and worse. It

is better to steal things and sell them
at the bazaar.”

Like TniTHnnn of disaffected blue-col-

lar Russian men, Valery plans to vote

for Mr Vladimir Zhirinovsky, the

flamboyant ultra-nationalist

If the polls are accurate, Mr Yeltsin

can expect to triumph next month
despite the despair of young men like

Valery and his elders in thousands of

villages across Russia.

However, if the president is

endorsed far a second term, one oF his

most daunting challenges will be to

improve the lives of the impoverished

voters of the “red belt".

Nearly 9m join ‘potentially most destabilising’ migrations since 1945

Ex-Soviet peoples on move
By Frances WHDams in Geneva

Nearly 9m people have moved
within or between the 12 conn-

tries of the former Soviet
Union's Commonwealth of
Independent States Since' 1989'

in what a report published
today described as “the.largest,

most- complex, and potentially

most destabilising” population

movements in any region since

the second world war.

One in 30 of the total CIS
population has been affected

by this mostly involuntary and
continuing migration, the

report says. In the five Central

Asian republics one in 12
inhabitants has moved since

1989.

While armed conflicts have

been the source of some of the

biggest population shifts, many
have been prompted by cir-

cumstances unique to the CIS,

notably the break-up of the

Soviet Union in 1991, Stalin’s

forced deportations and envi-

ronmental degradation.

The report warns that the

region remains an ethnic pow-

der-keg with the potential for

destabilisation on a global

scale. It was prepared for a

conference on CIS migration

problems in Geneva next week

hosted by the United Nations

.vfigh Commissioner forRefu-

^ses, the International Organi-

sation for Migration and the

-Organisation for Security and

Cooperation in Europe,

Among the population move-
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meats described in the report:

• About 3m people have fled

sever conflicts in CIS countries

since 18J8, when Armenia and
Azerbaijan went to war over

the enclave of Nagorno-Kara-

bakh. The latest conflict, in the

breakaway region of Chech-

“retumed”, mostly to Russia.

• Between 1936 and 1962,

Stalin departed more than 3m
people, including entire popu-

lations. Among them were
Volga Germans, Crimean
Tatars and Meskhetians from
Georgia who were still exiled

Nearly 700,000 are ‘ecological’

migrants from Chernobyl and a

former Soviet nuclear test site

nya, has displaced about
500,000 people:

• The break-up of the Soviet

Union into 15 separate states

left between. 54m and 64m peo-

ple - a fifth of the total CIS

population - outside their

“home" territories. More than

3m of these people have

when the Soviet Union disinte-

grated. Some 850.000 Germans
have since left for Germany,
and another 330,000 people, the

bulk of them Crimean Tatars,

have returned to their

homeland.
• Nearly 700,000 people are

“ecological” migrants from

areas such as the Chernobyl
district, the Aral Sea basis and
the former nuclear test ate at

Semipalattnsk in Kazakhstan.

• About 450,000 illegal immi-
grants are in Russia, many try-

ing to reach the west
Next week's conference, to

be attended by representatives

from all CIS members and 36

other nations, is expected to

approve an action programme
to help strengthen the rights of

refugees and other migrants
and defuse tensions that could

lead to conflict and further

displacement
Azerbaijan yesterday offered

an amnesty to thousands of

petty criminals in its overcrow-

ded prisons. Renter reports

from Baku.
The Azeri parliament approved
a decree by President Haydar
Aliyev to free prisoners aged
over 60, war veterans, women
and children convicted of

“minor crimes" such as theft.

The decree followed a riot at

a prison near Baku, the Tran-
scaucasian state's capital, at

the weekend. Interior ministry

troops were called in and sev-

eral people were reported
injured.

Mr Aliyev’s press office said

7,000-8,000 people were expec-

ted to be covered by the
amnesty. In addition to those

in jail, it applied to people who
had yet to be charged with
minor offences and suspended
cases against those who had
been charged.

How Czech with five shares cast doubts on telecoms venture

Small shareholder’s $1.45bn veto
Over a cola in a quiet Prague

bar Mr Martin Mosinger,

bolder of five of the minions of

shores in the Czech telephone

company, SPT Telecom, con-

templates the embarrassing

dilemma he has forced on the

government and the company,
anil sounds almost Sony about

it .

Arguing that his rights as a

minority shareholder were

abused, he has succeeded m
ggWng a court to cast doubts

on the validity of last year’s

*L45ta deal which M-
Sonrce, a consortium or rii

Telecom Netherlands and

Swiss Telecom, took a 27 per

cent stake in SPT.
. . “Nobody took me seriously,

he. says, outlining the

~ snres he took to convince SPT

\fthat the transaction might,oe

legally unsound, before resort-

ing. to.,the courts. "It is their

problem now, not mine*"

The "problem" arises from a

commercial court ruling on

May 10 that a meeting of hr*

shareholders in February i*®6

clearing the way for a stake to

be^oM to a foreign parte*

was invalid. TWs was because

Vincent Boland in Prague reports on

a court ruling that has embarrassed

the national telephone company

the government did not have a

proper power of attorney to

exercise the voting rights of

the National Property Pond,

the state holding company
that owned 100 pa* cent of SPT
at the time, and now owns 51

per emit
The meeting passed resolu-

tions amending the company's

statutes, appointed new board

members, and decided to pro-

ceed with the alliance.

According to legal experts,

the meeting did not decide

that people who became SPT
shareholders under a coupon

privatisation scheme wonld
not have pre-emption rights on

the new shares to be issued to

the strategic partner.

Mr Mosinger is claiming pre-

emption rights on those new

shares. The government says

Hmt pre-emption rights were

restricted by SPT's statutes

and that, in any case, the new

shares were issued to allow

the partner to mage with SPT
and not for subscription.

Mr Mosinger claims ' to be
acting on behalf of an “associ-

ation” of shareholders who
own a combined 3,000 shares

in SPT and want to see an end
to the partnership with Tel-

Source. The sale of 27 per cent

of SPT to TelSottrce last June
was the high point of the gov-

ernment’s privatisation drive

and attracted huge Interna-
tional interest

The tender was fiercely

opposed by some Czech compa-
nies and banks, which claimed
that there was sufficient
domestic capital to finance

SPT and that no partner was
needed. The government last

spring saw off another legal

challenge that succeeded in

delaying the tender by weeks.

The fresh challenge is “pri-

marily technical", lawyers

who have studied It say. The
cost of overturning such an
important transaction purely
on a technicality would be far

greater than any settlement
that may have to be made with
Mr Mosinger, one said.

In a joint statement, Mr
Karel Dyba, the economy min-
ister, SPT and the NPF
rejected the ruling as “unjusti-
fied” and said it would have
no impact on the partnership.

Mr Dyba “had all the neces-

sary documents so as to be
authorised, to execute share-
holders’ rights”, it said. “Due
to the existence of a legally

valid mandate agreement, a
‘technical' legal debate on the
validity of the power of attor-

ney does not constitute suffi-

cient reason for abrogation of
the resolution of the general
meeting*
“We feel confident the judg-

ment will be reversed on
appeal," says Mr Roland
Behm, a lawyer with Squire,
Sanders & Dempsey, the firm
that advised the government
and SPT in the tender for the
stake and that is also advising
on the appeal.
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Continuing growth - an incentivefor thefuture

WTtfi profits up by 10% in 1995, the Kredfetbank has again

prolonged its track record of uninterrupted growth, an achieve-

ment brought about by its risk- and cost-conscious manage-

ment and the dedicated efforts of all its employees.

structure, and this has led to the majority of head-office

divisions being centralized at the bank's new administrative

headquarters.

In the years to come, the Kredietbank will continue to pursue

On its home market, the bank has experienced significant, its chosen course of action on both the domestic and inter-

autonomous growth and succeeded in upping its market

share, thanks to a few well planned acquisitions. Abroad, the

Kredietbank has continued to step up its activities, opening

new branches of its own and taking minority Interests in

banks located In such countries as the Czech Republic and

national front, ensuring that its customers are Indeed ‘Better

Off with the Bankers of Flanders”. If you are interested in

finding out more about us, ask for a copy of the annual

report, which can be obtained by writing to: Kredietbank,

Mr. Herwlg Bauwens, Head of Financial Communication

(8381), Havenlaan 2, 1080 Brussels.

Positive developments such as these demand the continuous Or, If you prefer, you can fax your

monitoring and adjustment of the company's organizational request on + 32 2 422 81 60.

BETTER OFF WITH THE BANKERS OF FLANDERS i.™*™***^
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Brazil business hits at

Cardoso on economy
By Angus Foster In Sao Paulo

Brazil’s most powerful
business leaders yesterday
called on the government to
relax its tight money policies

and speed up approval of the
country's economic reforms.

The call, an implicit criti-

cism of President Fernando
Henrique Cardoso, added to
pressure for government action

amid opinion polls suggesting

its popularity is falling.

in a high-profile annual
meeting of more than 2,000

businessmen, in the capital

Brasilia, leaders delivered a

document to Mr Cardoso, ask-

ing the government and Con-
gress to approve speedily social

security and civil service
reforms so as to cut public sec-

tor spending.

“The slow speed at which
these reforms are being han-
dled in Congress, and the suc-

cessive concessions regarding
their depth and reach, are
unacceptable," the document
read. Business leaders also
attacked Brazil's high interest

rates and slow progress in
reducing the burden of tax and

bureaucracy on business.

In a speech to the business

leaders, Mr Cardoso said oppo-

sition tactics and complicated

procedural rules in Congress
meant the reforms were going
as quickly as possible. “Let's

do the reforms, but for this 1

need the support of the Brazil-

ian people,” he said.

The president also tried to

silence criticism of Brazil's

high interest rates, saying
nominal rates had fallen from
4.5 per cent a month last year

to about 2 per cent a month.
Business leaders believe real

rates, now above 12 per cent a

year, are still far too high.

Mr Cardoso and his minis-

ters consistently blame Con-
gress for the slow approval of
the reforms, which were first

proposed 15 months ago- The
president’s coalition is weak
and the securing of many votes

relies on time-consuming, indi-

vidual negotiations between
interest groups.

The business leaders' criti-

cisms follow opinion polls,

released at the weekend, sug-

gesting Mr Cardoso's popular-

ity has fallen sharply in the

last two months. Hie percent-

age of people classifying his

government as good or very

good has fallen from 38 per

cent in March to IS per cent,

probably reflecting concern

about rising unemployment
and media criticism of the gov-

ernment's social policies.

The apparent hill in popular-

ity has worried some govern-

ment members since it could

strengthen the hand of opposi-

tion groups in Congress. It

could also add to pressure on
the government to relax its

attack on inflation in order to

pursue faster economic
growth.
In a further indication of

unease with the government's

tight money economic policies,

which saw the economy shrink

2 per cent in the first quarter,

Brazil's biggest union groups
are planning a one-day general

strike on June 2L The »ninn«

are demanding policies to cre-

ate jobs and higher pensions.

Civil service unions have been
on strike for higher wages
since last month, although few
government departments have
been seriously affected.

Surinam strongman seeks

electoral comeback today
By Canute James in Kingston

Surinam's former military
strongman is making a strong
challenge to become president

via elections today, after being
defeated in two previous polls.

Mr Desi Bouterse, who
mounted coups in 1980 and
1990, and led a military

dictatorship from 1980-1987, is

neck and neck with the incum-
bent president, Mr Ronald
Venetiaan, in the former Dutch
colony of 450,000 people on the

north-eastern shoulder of
South America.
Mr Bouterse. 50, has prom-

ised to reverse many of the
economic reforms implemented
by Mr Venetian's government
over the past five years.

Deregulation of the economy,
including a structural adjust-

ment programme, has eroded

the administration's popular-

ity, as has billowing inflation

and the collapse of the Surina-

mese guilder. The economy,
which has been contracting
since the mid-1980s, is based on
agriculture (bananas and rice),

and fishing, as well as on baux-
ite mining and refining, and on
aluminium smelting.

The party of Mr Bouterse has

campaigned for “respect for

the country's sovereignty", and
said it would review all agree-

ments with foreign companies
if it took office. “Just like the
time we were in power, our
focus will be to increase local

production and develop new
industries." Mr Bouterse said.

Mr Venetiaan. 59, claims his

administration has been suc-

cessful in controlling the army
and having Mr Bouterse and
other leaders resign from the

military three years ago. His

government also signed a pact
which ended a protracted
rebellion in the interior.

The president’s supporters
say election of Mr Bouterse
would lead to renewed eco-
nomic collapse, international
isolation and violation of
human rights.

The election today will be for

the national assembly, whose
new members will subse-
quently hold a presidential
election. To win the presi-

dency. a party needs a two-
thirds majority in the assem-
bly. Failing that, the united
people's conference, which also

contains local and regional

councillors, would elect tbe

president by simple majority.

Mr Bouterse is thought likely

to be better supported among
councillors.

US minimum wage rise bogged down
By Jurek Martin,

US Editor, in Washington

Hie House of Representatives was on
track yesterday to pass an increase in

the US federal minimum wage, but
probably with conditions that might
cause problems in tbe Senate and with
President Bill Clinton.

Even Senator Don Nickles, Oklahoma
Republican, warned that his colleagues
would certainly want to make the
House bill “better". Senator Tom
Daschle, Democratic leader in the Sen-

ate, promised unspecified amendments,
meaning that Senate action is probably

two weeks or so away.
Tbe twin issues of raising tbe mini-

mum wage - to $5.15 an hour from tbe

$4.25 in force since 1989 - and suspend-

ing for the rest of the year the petrol

tax of 4.3 cents a gallon enacted in

1993 have tied up Congress for weeks,

in a classic election-year confrontation

between the two parties.

On Tuesday night, tbe House did
approve, by 301:108, tbe petrol tax

reduction, touted as relieving pressure

on pump prices, though these are fore-

cast to drop in any case.

The estimated S2.9bn loss In reve-

nues would be mostly financed by fur-

ther auctions of tbe digital broadcast

spectrum and, in a partisan twist

inserted by Republicans, by cutting the

travel budget of Ms Hazel O’Leary,
energy secretary.

For Republicans, this was also an

opportunity to demonstrate determina-

tion to eradicate a “Clinton tax hike
1*.

Congressman Newt Gingrich, House

Speaker, bad promised a House repeal

of the petrol tax by this weekend, when
the Memorial Day holiday nshers in

peak summer driving.

Similarly, the Republicans in the

House are determined to link the. mini-

mom wage increase, a Democratic pri-

ority, with another proposal to exempt

all small businesses (those with annual

sales of 8500.000 or less) from having

to pay it Current law exempts most

small businesses but not those princi-

pally engaged in inter-state commerce.

Although the tax breaks and the

minimum wage are to be voted on sepa-

rately. the Republican leaders are sell-

ing them as a package to reconcile

party conservatives, who oppose tbe

wage increase, and moderates. But Ifr

Gingrich conceded that Mr CUntou

might veto the small business pro^.

sion if it survives in tbe Senate.

Senator Bob Dole, Senate majority

leader and presumed Republican presi-

dential candidate, has denied Demo-

crats a straight vote on the minimum

wage for weeks, as they have denied

him a petrol tax division.

His departure from the Senate nest

month, on resignation, may break fids

impasse, but probably not if his succes-

sors continue to insist on passing

another bill on collective baigabnag

which is vehemently opposed by organ-

ised labour and the Democrats.

Bahamas plans unhurried sell-offs
Canute James reports on progress towards electricity and telecoms privatisation

T he Bahamas govern-
ment is preparing to

offer local and foreign

private investors a stake in its

electricity and telecommunica-
tions companies and a nartner-

ship with Bahamasair, Jij
national airline, as it nears
completion of its privatisation

plan's first stage.

The government reached
agreement an the sale of a big

hotel in Freeport last month,
leaving a 700-room property in

Nassau as the last hotel to be
privatised. “After this, we will

look first at the electricity

company, and then the tele-

communications company,"
said Mr Frank Watson, deputy
prime minister responsible for

privatisation.

But he cautioned that the
government would not hurry
privatisation of the companies
and that this would take it

beyond the next election, due
in 18 months. ‘‘The govern-
ment did not rush to sell these

companies in its current term
because there was really no
hurry as they are making
money." Mr Watson said.

The planned sales are part of

a government efforts over the

past four years to reduce the

state's involvement in the

economy, which had increased

under the 25-year administra-

tion of Sir Lyndon Pindling.

The airline and hotels had
built up large losses and have
been accused of mismanage-
ment Some state enterprises,

notably in the vital tourism
sector, also need to improve

technology and capacity to

keep pace with demand.
The government has won

plaudits from foreign observers

for its policies. “This govern-
ment gets good marks for get-

ting things done." said Mr Ste-

ven Giegerich. economic and
commercial officer at the US
embassy in Nassau. “The com-

FLP chairman. "One which
was worth S20m was sold for

S8m. The foreign investors
have been very happy."
But party officials say that if

it regains office next year, tbe

PLP will respect agreements
with foreign investors and will

consider further privatisation

if this improves the efficiency

Ingraham: state cannot maintain

panies which are likely to be
privatised need restructuring.

The quality of service offered

by the telecommunications
company, for example, has
been an impediment to the

financial services sector. So
the government is moving in

the right direction."

However, the opposition Pro-

gressive Liberal part)’ has been
critical of the way the hotels

have been privatised. “Some
hotels were literally given
away to foreign investors.”

claimed Mr Obie Wilchcombe.

infrastructure 3XM fatten, A*M«wa

of the enterprises.

First on the government's
privatisation list is the Baha-
mas Electricity Company,
which provides 70 per cent of

the country's power. Although
sale of the power company is

several months away, there is

already one likely bidder.
Southern Electric of the US.
which is co-owner of the Free-

port Power Company in Grand
Bahama, will consider buying
into the BEC. said Mr Larry
Brantley. Freeport Power's
chief executive, “If the Baha-

mas Electricity Company is up

for sale, then we would be

interested." he said.

Second on the sell-off list is

the Bahamas Telecommunica-

tions Company, has been the

subject of complaints by the

business community, particu-

larly the offshore financial ser-

vices sector, for its inefficiency

and relatively high rates. Mr
Hubert Ingraham, the prime

minister, has admitted: “The
state is unable to main tain the

telecommunications infrastruc-

ture demanded by tbe business

community.”
“We are looking at a mix of

ownership." said Mr Watson.
“We want a new partner and
the Bahamas private sector to

have majority share holding. A
block of under 50 per cent will

be sold to a major company in

order to bring us experience

and technology. This is tbe

plan for the electricity and the

telecommunications compa-
nies.”

The privatisation will be
through competitive bidding,

except for Bahamasair said Mr
Watson. The airline has been
unprofitable, although govern-

ment officials claim that recent

changes in its structure and
administration have cut costs

and increased prospects for

profitability. “We are looking
for a partner which will likely

be a foreign carrier," said Mr
Watson. “The government will

have to assume the liabilities

of the airline when it is being
privatised."

With the country made up of

several hundred islands, of

which about 30 are inhabited,

the government will insist that

the new owners will have to fly

routes which are not commer-
cially viable, but which are

needed to parts of tbe country.

“Such special arrangements

might also have to be made by
tbe electricity company ifr

cases where service Is provide?'

to small islands which do not

have a large enough market to

make it profitable," said Mr
James Smith, governor of the

Bahamas central bank. "Tlds

will be either a transparent

subsidy or an agreement with

the private owners.”

The government expects the

new owners of the companies

will accept this, particularly as

they will be allowed to con-

tinue as monopolies for several

years after privatisation.

Such concerns about the pro-

vision and cost of services

have led to a delay in offering

the water company for sale.

Northwest Water of Britain is

overseeing a $300m sewerage
management plan in the Baha-

mas. but Mr Ingraham says

much more needs to be dime
with the water company.
“The company requires sig-

nificant capital investment,"
the prime minister said. “Rates

will jump if it is privatised, so

we will not be offering it for

sale." An alternative, say offi-

cials, is increasing purchases
of water from private compa-
nies such as Bacardi, the dis-

tillers, which is selling water £
to the state-owned company.
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Disbursement of funds made conditional on restructuring at the African Development Bank

Donors pledge $2.6bn in soft credits for Africa
By Paul Adams In Abidjan

Donor members of tbe African

Development Bank have
committed at least S2.6bn for

its soft credit arm, the African
Development Fund, ending a

two-and-a-half year freeze on
new lending.

The impasse over the fund's

replenishment overshadowed
annual meetings last year and
in 1994.

Disbursement of funds over
the next two and a half years
will be conditional on
restructuring the bank and
will depend on whether
changes, recommended in

external reports on the AfDB’s
governance and financial
management this year, are
implemented.

The most crucial issue -

reforming the bank after years
in which it was plagued by

AFRICAN DEVELOPMENT BANK
(Figures in millions of Units of Account*)

1991 1992 1993 1994 1»6 1996

Disbursements 1,030 1.06T 1,044 1,000 712

Yearly loan approvals 1,576 1.358 1.174 969 449

Arrears 160 249 400 37B 546 539
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The executive board of tbe International Monetary Fond
yesterday voted unanimously to reappoint Mr Michel Camdessus
as its managing director, giving tbe 63-year-old Frenchman an
unprecedented third five-year term, Robert Cbote writes. The
vote took place as the IMF board celebrated its 50th anniversary.

Mr Camdessus has won widespread respect as a tough
negotiator and effective administrator despite annoying most of

the influential lobbies within the IMF’s membership at one time
or other.

corruption scandals and open
conflict between the former
president and the directors -

has yet to be resolved.

Cash-strapped donors are

unlikely to press their demand
for an increase in the

non-African shareholding from
a third to a half.

But they have called Tor all

decisions to require a

two-thirds majority. This
would guarantee the
non-Africans more say in the

AfDB. with or without a larger

percentage of the shares, at the

next general capital increase.

When the ADF ran out of

resources in 1994 the
non-African members blocked

the replenishment because
they believed the bank was
mismanaged. Donor
contributions to tbe fund
remain tight as four donors
have cut their share of

contributions: the US. which
announced it could only
provide $200m and is in arrears

to other development banks.

Japan, which gives priority the

Asian Development Bank
replenishment, Canada and
Italy.

Although the $2.6bn is $400ra

less than the fund wanted.
Japan hopes to top it up with a

extra money at a donors’
meeting next month in Osaka.
Tbe commitment includes
$1.6bu in new money and $lbn
of recycled funds, cancelled

commitments and arrears,

including 8300m which Italy

pledged but foiled to pay at the

last ADF replenishment
The bank's loan arrears

remain an acute problem. Mr
Omar Eabbaj, the bank 's

reformist president, reminded
governors yesterday that 24

countries were in default to tbe

AfDB, compared with only five

to the World Bank.
Disbursements and new

approvals are declining as the

AfDB has tightened credit

policy so that only 14 members
qualify for concessional loans
and sanctions come into

effect if payments are 30 days
late.

Twenty-four countries are in

arrears but 75 per cent of the

SSODm owed is accounted for by
by six long-term defaulters
with severe economic
problems: Zaire, Congo,
Cameroon. Angola. Liberia and
Somalia.

Member governments are
impressed by the speed and
determination with which Mr
Kabbaj has addressed the
problems. The bank has sacked
240 staff, slimmed down tbe

management, and hired 70 per

cent of new managers from
outside and is improving
project monitoring, treasury
management and budget
procedures.

A report by Ernst and Young
on malpractices at tbe AfDB
since 1993 is due out next
mouth.

Gadaffi takes a surreal view of world economy
James Whittington joins bewildered international delegates at a conference on Arab development

D ressed in a white suit

and green silk shirt,

Libya's flamboyant
leader lectured his foreign

guests on the state of the world

economy and the simple plea-

sures of bedouin life.

“It's incredible to think that

people are using milk in their

bathrooms when others can’t

find enough to drink.” Colonel

Muammer Gadaffi said. “Why
do factories put milk, eggs and

lemon in products such as

shampoo and then complain

they can't sell them freely

around the world. . . These are

silly, trivial and devilish prod-

ucts."

For two and a half hours the

Libyan leader gave a surreal

and at comic address to

his increasingly restive guests

from around tbe world assem-

bled last weekend in Benghazi,

the country’s second largest

city.

The visitors - including

senior international officials -

had come to attend a confer-

ence on changes to the world

economy and their effect on

Arab development.

Hiey included the secretary-

general of the Arab League, a

former French foreign minis-

ter, officials from the Interna-

tiona] Monetary Fund, the cen-

tral bank governor ol Malta,

the vice-governor of Romania's
National Bank, and various
representatives of other Arab,
African and international mul-
tilateral organisations.

Col Gadaffi's outline of his

unique world view capped a
visit that for many delegates

had already turned Into some-
thing reminiscent of Alice in

Wonderland.

Most delegates had travelled

to Libya by road from Tunisia

because of the four-year-old
United Nations ban on flights

to and from Libya. Having
braved these travel difficulties,

the delegates found the venue
for their conference was
switched from Tripoli, the capi-

tal, to Benghazi in the first of

many surprises.

Getting to Benghazi involved

an hour's flight that ended
with a collective sigh of relief

from passengers.

The UN ban on flights affects

only international journeys: it

makes no mention of domestic
air routes and there is also a
UN embargo on spare parts for

Libyan aircraft. The potential

consequences of that were
brought home to those passen-
gers who caught sight of two

Gadaffi: *Why do we need so many different sizes of spectacles?*

Boeing 727s that had crashed a
lew years ago alongside the
runway at TripolL

The limited UN sanctions
were imposed in 1992 to try to
force Libya to hand over two
men accused of the 1988 bomb-
ing of PanAm flight 103 over
Lockerbie in Scotland. Since
then. Libya has become even

more isolated from the rest of

the world - and from the eco-

nomic reforms embarked on by
most of its neighbours.
Delegates to tbe conference

had gathered with high hopes

of discussing trade liberalisa-

tion, structural reform, and
other policies to stimulate pri-

vate sector-led economic

growth in the Arab world. Per-

haps, some thought optimisti-

cally. the Libyan authorities

had begun to realise the need
to open up more to the outside
world.

But in a country governed
for the past 27 years on tbe

basis of Col Gadaffi's evolving
theories of a socialist, Islamic,

and Green Utopia, nothing Is

what it seems.

As he lectured his audience

on the simple and virtuous
structures of bedouin life,

some delegates could be seen
sinking lower into their seats.

“Can someone tell me: Why
do we need so many different

sizes of spectacles?" he said,

looking at his tinted glasses as

if for the first time.

"Why do we need so many
colours in our pencils?” he
went on. holding up a crayon.
“And who can eat this?" he
inquired picking up a large

crystal ash tray.

In the same vein, he critic-

ised what he saw as the devel-

oped world’s obsession with
the services sector of the econ-

omy. Only 9 per cent of the
world's labour force, according
to bis figures, are employed in

bis favourite sector, agricul-

ture. But more than so

per cent work in services.

“What good is it to anyone to

have an army of models who
are paid high incomes to adver-

tise these silly products?" he
asked.

“Why do we need so many
photographers? These are not
useful services like forming."

he added, as the cameramen in

the Conference hall shuffled

nervously.

A fter giving Mr Gadaffi

a standing ovation for

his thoughts, tbe con-

ference seemed to lose its

enthusiasm for discussing such
issues as the effect of the
World Trade Organisation on
the Arab world and how Libya
might benefit from the Euro-

pean Union's partnership pol-

icy with Mediterranean coun-

tries.

Instead, delegates appeared
keener to board their aircraft

for Tripoli and to return to the

outside world via Tunisia.

“Sadly, the Libyans can only
remain isolated while their

leader has the power to make
everyone listen to ideas such

as these," one visitor
remarked, as be prepared to

put his fote once again in the

hands of Libyan Arab Airlines.

OECD agrees

action to

fight bribery
By Guy de Jonquidres and
Gillian Tett in Paris
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The US
esterday

iteored a suc-

cess in its cam-
paign for
tougher inter-

national action

against corporate corruption,

when industrialised countries
agreed to make corporate brib-

ery of foreign government offi-

cials a criminal offence.

But the agreement at a min-
isterial meeting of the Organi-
sation for Economic Co-opera-
tion and Development, was
only reached after a last-min-

ute concession by France,
which had sought a less bind-
ing commitment.
France backed down after

winning the ministers' barking
for a proposal that the World
Trade Organisation be asked to
begin talks, and possibly initi-

ate negotiations, on trade and
investment - an idea towards
which the US had been cool
The US is the only conn try

to have outlawed bribery of
foreign officials. As well as
pressing other OECD members
to pass similar legislation, it is

urging action in the WTO
against strong opposition from
many developing countries.
The OECD ministers agreed

to “crim inalise such briber)' in
an effective and co-ordinated
manner" and to re-examine the
tax deductibility of bribes to
foreign officials, where this
was still permitted. The minis-
ters have agreed to consider
proposals for international
anti-bribery instruments next
year.

The agreement was heralded
by the group as an example of
the role the organisation could
play in promoting interna-
tional trade.

However, ministers admitted
that the OECD itself urgently
needed to introduce reforms
They have called for a special'
meeting of OECD officials and
diplomats to discuss the future
of the group, which is due to

Mr? ne
,!J

s
f
cretary-general.

Mr Donald Johnston, next
month.
Nevertheless, the meeting

revealed sharp splits on the
reforms the members think tbe
OECD should take. Japan,
which is likely to become the
largest donor this year, is keen
to see it playing a broadly
based role in promoting sound
economic policies. Other coun-
tries. such as Canada and the

US, however, have called for a

more activist role promoting
global trade, and want rapid
structural reforms at the
group.

As the OECD gave a cautious
response to Russia's surprise
application for membershto
earlier this week, memb^
remained divided about how
quickly the group should
expand. Although Austria is

keen to see Russia accepted,
countries such as Japan and
the UK doubt whether Russia
will meet OECD membership
requirements rapidly.

Ministers

admitted the
OECD urgently
needs reforms

A rearguard campaign by
Britain blocked a US-led
attempt at tbe meeting to win
OECD support for a proposal
that the WTO be asked to take
up the issue of trade and
labour standards, another
issue which has proved highly
controversial in the developing

world.

Though tbe ministerial meet-
ing was marked by strong criti-

cism of aggressive unilateral

US trade policy - notably legis-

lation that would allow legal

action against foreign compa-
nies with investments in Cuba
- the differences were papered^
over in the final communique.

1®
This committed OECD gov-

ernments to avoid any trade

and investment measures
which conflicted with WTO
rules. However, the US suc-

cessfully resisted an attempt,
backed by most members, to

include a specific condemna-
tion of unilateral trade mea-
sures.
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Multimedia is starting totransform

life for millions of people. But in the

field of medicine, It’s saving lives,

too. At Deutsche Telekom, we’ve

spentyears working on the Info-

bahn and software applications to

make telemedicine a reality. It’sthe

perfect example of our innovative

approach tothe potential of multi-

media for ail our customers.

Deutsche Telekom was one of the first companies in the world to set up

high-speed information highways. All the time we were working on the

infrastructure, we were also working with our partners to create the soft'

ware to make the most of it We’ve helped make teleleaming possible

We've developed telecooperation and remote maintenance systems

And, in Germany, we have pioneered telemedicine

Averyhealthystart

We were ready and waiting when the European Council recommended

the establishment of pan-European healthcare networks in 1 993. Even

then, our T-Net comprised the most extensively developed ISDN network

and the most closely-knit fibre-optics network in the world. We had already

started a host of pilot projects with hospitals, GPs and the Ministry of

Health to improve healthcare, streamline operations and cut unnecessary

costs. So it was natural that we would also look to develop software appli-

cations which would contribute in this area. And that's exactly what we did.

When savingtime saves lives.

Thanks to videoconferencing technology, surgeons in the operating the-

atre can now get an instant second opinion from colleagues thousands of

miles away. Doctors can exchange data with laboratories via the Info-

bahn. GPs can communicate with hospitals, with the information there for

all to see. Scientific research can speed round the globe forthe use of

others. And with the information moving more effectively, patients can

often avoid unnecessary and painful journeys from one clinic to another.

All this happens at lightning speed. As has much of its development over

the last few years.

You couldn’t be in betterhands.

Deutsche Telekom is the No. 1 telecommunications company in Europe -

and the second largest network operator worldwide. We continue to

pioneer new technologies. In fact, since 1 990 we have invested DM 1 35

billion in new telecommunications infrastructures, which makes us the

world's single largest investor in this area. We offer multimedia and online

services, “smart" networks and a wealth of experience and know-how -

all backed by strong business partnerships which span the globe. There

are many international companies with sophisticated communications

problems. There are veryfew telecommunications companies as well

qualified to treat them as Deutsche Telekom.

Ourconnections movethe world.

Telekom
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Japan call

to EU
on chip

tariffs

Washington attacks EU over computer tariffs « *

By Frances Williams in Geneva

By Guy de Jonquferes hi Paris

Japan is insisting that the
European Union commit itself

to abolishing semiconductor
tariffs by the year 2000 before

Tokyo would be prepared to

accept an EU proposal for a

semiconductor industry agree-

ment that would also include

US producers.

A senior Japanese official

said a formal EU pledge to

scrap the tariffs was the mini-
mum condition required by his

government. Tokyo also
wanted to be certain the pro-

posed arrangement would not
contain numerical targets Tor

foreign semiconductor sales in

Japan or lead to managed
trade.

Sir Leon Brittan. EU trade
commissioner, who has been
pushing hard for a co-operative

agreement between semicon-
ductor producers in the US.
Japan and Europe, has repeat-

edly said it should not contain
import targets or encourage
managed trade.

However, the Japanese offi-

cial said discussions with exec-

utives of Philips of the Nether-

lands, Siemens of Germany
and Thomson of France had
not satisfied his government
that Europe's three main semi-
conductor producers shared
these objectives.

Until now, Japan has flatly

refused to consider the EU pro-

posal It was not immediately
clear whether its demand that

the EU first agree to scrap tar-

iffs reflected a softening of its

position, or was a diversionary

tactic designed to turn the
tables on Sir Leon.

In an effort to put pressure

on Tokyo, the EU trade com-
missioner threatened last

month not to back a plan to

liberalise global trade in infor-

mation technology' products
unless Japan supported the
semiconductor accord.

Sir Leon wants the accord to

replace a five-year-old semicon-
ductor agreement between the

US and Japanese governments,
which expires at the end of
July. Washington says it wants
the bilateral pact renewed, but
its demand has been flatly

rejected by Tokyo.

The US yesterday criticised

European Union customs treat-

ment of certain computer and

telecoms products at the World

Trade Organisation, but

stopped short of making a for-

mal WTO complaint
US and EU officials are to

discuss the issue within the

next two weeks, probably in

Geneva, following complaints

by American exporters that

Britain and Ireland have
pushed items into higher tariff

categories.

The US told the WTO's coun-

cil on goods yesterday that the

action affected trade worth
hundreds of millions of dollars

a year and reduced the benefits

of tariff cuts negotiated in the

Uruguay Round of global trade

talks .

Mr Booth Gardner, US

ambassador to the WTO. said

Ireland appeared to have
reclassified computer network-

ing equipment as telecoms
devices bearing a 7.5 per cent

duty rather than as computer
equipment attracting a 3.5 per

cent tariff.

Britain has reclassified

PCTVs - persona] computers
that can be used as televisions

in multimedia applications -

as consumer electronic prod-

ucts with a tariff or 14 per cent.

EU officials denied yesterday

that there was any policy

intention to raise tariffs on

these items, saying that the US
and the EU both classified

computer networking equip-

ment as telecoms products.

Because of differences in

interpretation by EU member
states, the European Commis-
sion had issued clarifications

in 1994 and 1995 which had

resulted in Ireland changing its

tariff treatment for products

using Local Area Xet work-

equipment. Other member
states were already applying
the higher tariff. EU officials

said.

The Commission has made
no decision on the tariff classi-

fication of PCTVs. leaving it to

member states.

However, in a recent case

brought by Japan’s Fujitsu, a

British court ruled that PCTVs

were televisions rather than

computers, a ruling that now

binds the British customs

authorities.

EU officials are hoping the

row can be settled within a few

months, either within the

framework of the World Cus-

toms Organisation which
decides on customs classifica-

tions or in talks now under

way between the leading trad-

ers on an Information Technol-

ogy’ Agreement which would

eliminate duties on all elec-

tronics and information tech-

nology producis.

Earlier this year, the Euro-

pean Commission defused a

similar dispute with Japan

over CD-Rom drives by drop-

ping plans to reclassify them

as consumer electronic prod-

ucts rather than computer

peripherals.

German companies slip in

motor parts profits league

Western Europe: unit growth of selected
automotive components (m. units)

WORLD TRADE NEWS DIGEST

By John Griffiths in London

Only one German company
appears in the top 20 European
motor components companies
ranked by operating profitabil-

ity. Only three appear in the

top 40 and many are now
either making wafer-thin prof-

its or losing money, according

to an Economist Intelligence

Unit report.

The report concludes that,

until the German sector's

financial and cost structures

are addressed, "the situation is

bleak and further rationalisa-

tion of the German supply base
would appear inevitable.

"

The EIU statistics show that

of the top 10 performing com-
panies, measured by operating

profit, three are British, four
North American, one French
and one Italian. French. UK

and US companies fill the bulk
of the top 40 rankings.
For years, the report says.

Germany’s motor and motor
components sectors have been
the driving force behind Euro-
pean economic growth. How-
ever. the report suggests that
other countries' suppliers have
adjusted to changing demands
more quickly than the German
industry.

However, the pressures on
the entire sector are high-
lighted by the report's findings

that only 12 of the 100 compa-
nies surveyed made operating
profits of more than 10 per cent
of sales.

It also warns that too few
European companies are posi-

tioning themselves to become
the global players required by
the car industry and forecasts

that major US components

groups such as TRW, Tenneco
and AUiedSignal can be expec-
ted to thrust increasingly into

Europe through acquisitions or
joint ventures.

The report follows an EIU
study of the $500bn-a-year
world motor components
industry which concludes that

the viability of poorly-focused

conglomerates in the sector is

coming increasingly under
threat
The industry' leaders of early

next century will be those
which have shed non-core busi-

nesses to concentrate on
organic growth in the specialis-

ations in which they are stron-

gest.

The study also rejects the
contention of Mr George Simp-
son, the outgoing Lucas Indus-

tries chief executive, and some
other industry figures that the

Product 1991 199S 2000
% Change
2000/1991

Airings n/a 11.0 32.0 190.9’

Air conditioning n/a 3.2 6.9 115.6'

Automatic transmissions 1.3 1.2 1.6 24.2

Batteries 43.5 45.6 50.1 15.2

Ditto brains - 39.3 38.8 38.7 -1.5

Drum brakes 13.1 12.9 12.8 -2.3

Clutches
.

. 29.4 30.0 29.1 -1.0

Exhaust systems 71.9 77.6 87.3 21.4

OS fitters
•- 150.5 161.0 182.6 21.5

Air filters 46.0 49.8 56.3 17.3

KeatSaraps* 29.2 292. 292. 0.0

Shock absorbers 68.6 65.4 68.2 -0.6

Sparking plugs ' 532.0 497.5 394.5 -33.4

Tyres 163.2 183.8 198.8 6.5

Wiper Wades 134.7 144£ 160.5 19.2

1996-2000 only Source EHJ estimates and forecasts

Mitsubishi looks

at China tie-up

sector will be dominated by
just 20 truly global “tier one"
suppliers by 2010.

The world report predicts

that by then there will be “at

least 40” such suppliers operat-

ing globally, led by Delphi
Automotive. General Motors'
components subsidiary'. Delphi

is already by far the world’s

largest components group with
turnover of S26bn last year -

around double that of closest

rivals Nippondenso of Japan
and Robert Bosch of Germany.
The European Automotive Com-
ponents Industry. The Econo-
mist Intelligence Unit. 15
Regent Street. London SWlY
4LR. £59518945.

Mitsubishi is considering making car engines in China in

co-operation with state-run defence contractor China

Aerospace Corporation which is trying to shift to civilian

production. The Japanese motor company's announcement

coincided with confirmation by Toyota. Japan s largest

carmaker, that it has tied up with China's Tianjin Automobile

Industrial to form an equally-owned joint venture to

manufacture engines, some of which will be exported.

The venture, which gives Toyota an important entry into

the Chinese vehicle market, will produce 150,000 units of a

newly developed 1.3 litre engine. Production will begin in early m
1998 when the engines will be installed in small cars

manufactured by Tianjin Automobile with technical

assistance from Daihatsu, a Toyota affiliated company.

The company has also established a separate joint venture

with Tianjin Automobile to machine and assemble constant

velocity' uiiiversa! joints. Michiyo Nakamoto. Tokito

Bovis wins Shanghai contract

US seeks earlier IT liberalisation in Apec
By Edward Luce in Cebu,
Philippines

The US is pushing fellow

members of the Asia Pacific

Economic Co-operation forum
to liberalise trade in informa-

tion technology (TT) and other
areas ahead of agreed group
commitments to do so by 2010.

If accepted, the proposal -

put forward yesterday in Cebu
at a meeting of officials from
Apec’s 18 member countries -

would be presented to the
World Trade Organisation's
first ministerial gathering in

Singapore this December.
Under the US initiative.

Apec’s developed member

countries would pledge fully to

liberalise trade in information
technology, wood products,
non-ferrous metals, oil seeds
and white distilled alcohol.
Apec's developing member
countries would pledge to lib-

eralise trade in these products
before their separate deadline
of 2020.

“We want to develop an Apec
consensus on this which we
could then, as a group, submit
to the European Union before

the WTO meeting in Decem-
ber." said a senior US trade
official. “We have been given

negotiating authority fry Con-
gress] to pursue this with our
Apec counterparts. We think

that our partners including
Japan will respond positively

to the plan."

The move would give a fillip

to liberalisation in Apec follow-

ing last year's “action agenda"
agreed in Osaka. The proposal

is expected to be discussed in

Cebu today and at the next
preparatory meeting of senior

Apec officials, to be held in
August. Officials yesterday
expressed surprise that all 18

members - including Hong
Kong. Indonesia, Japan, Malay-
sia. Mexico, New Zealand.
Papua New Guinea, the Philip-

pines. Singapore, South Korea,

Taiwan, Thailand and the US -

had submitted individual

action plans on the first day of
talks in C-ebu.

The action plans, detailing

members' pledges to meet com-
mitments on cutting tariffs in

15 areas starting in January
1997, will be integrated into a
single package before the
November meeting.

“1 would say that the process

has moved forward,” said Mr
Antonio Basilio, deputy chair-

man of the Cebu meeting, yes-

terday. "We’re happy to report

that all 18 economies submit-

ted their individual action
plans and the initial reading is

that the substance was credi-

ble. We got more than we
expected."

The Philippines, which is

chairing Apec this year, is also

promoting a plan among its six

south-east Asian partners to

extend Asean (Association of

South-east Asian Nations) tar-

iff reductions to the whole of

Apec on a unilateral basis.

Members of Asean. which have
agreed to reduce tariffs to a

common rate of 5 per cent by
2003. have not yet formally

responded to the Manila initia-

tive.

Progress, however, was made
yesterday on formulating a
"road map” for the liberalisa-

tion of intellectual property
rights and harmonising cus-

toms standards in Ape.:.

One of the biggest construction management contracts to be

let in China, for a $380m office, retail and residential

development in Shanghai, has been awarded to Bovis. part of

P&O. the UK engineering, property and shipping group.

The project, in the Bund district of Shanghai, will provide a

50-storey' office tower, two 22-storev residential towers and

shops. It will occupy almost two hectares and form an
important part of the redevelopment of the old financial

district. The contract's signing, awarded by Sinar Mas of

Indonesia, was witnessed by Mr Michael Heseltine. deputy UK
prime minister, in Shanghai- It is the latest in a series of

Chinese developments won by Bovis. Last month a joint

venture between Bovis and Thames Water of the UK was
awarded a concession to build and operate, over 20 years, the

S73m Da Chang water treatment project. Last year a separate

Bovis joint venture won a $2?.m contract to build and manage
Shanghai's Intex Exhibition Centre. Andrete Taylor, London
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• Bombardier, the Canadian transport equipment group, has

sold four Regional Jets worth $80m to Pampas Air of

Argentina. The deal is a breakthrough for the 50-passenger jet

in Latin America. So far. Bombardier has delivered 113

Regional Jets tu Canadian and international airlines.

Bombardier also announced the sale of two 37-passenger

Dash8-200 turboprops worth S25m to Abu Dhabi Aviation. The
aircraft, which are designed for hot climates, will serve the

Gulf offshore oil industrv. Robert Gibhens, Montreal
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Change
Attitudes
Lean Management global competition, downsizing...

Even if you've had your fill ofthe buzzwords being

bandied about by the business press and would rather

build upon your organization's proven structures -

you're still going to be feeling the extreme dynamics

ofthe market And you re ultimately going to have to

respond to growing time, quality and cost pressures.

A new, process-oriented way of thinking will allow

you to act not react

Use Siemens Nixdorf

s

Consulting Power
Accelerate

Processes
Process- oriented thinking means calling into question

your organization's internal processes - and incorpo-

rating the dynamic competitive environment in your think-

ing. This is die principle upon which the comprehensive

business process reengineering solutions from Siemens

Nixdorf are based. From the initial strategy all the way to

firmly establishing the reengineered process structures in

your organization. You'll also be benefiting from the intro-

duction of powerful IT tools and forward-looking computer

solutions. When Siemens Nixdorf handles reengineering

projects, they’re cost-effective and consistently transparent

What business process reengineering really offers you
is simply put: optimum positioning in the competitive
environment and quantum leaps in efficiency. Fundamen-
tally reengineered business processes allow you to make
optimum use of your existing potential - with the focus
on the customer and profitability.A custom-tailored corpo-
rate strategy, optimized processes and leading-edge
information systems all combine to form a flexible whole.
Which means you'll be doing more than merely adapt-
ing to the fast pace of change. You'll be playing an
active role in shaping it
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NZ presses

‘hands off

bank reform
By Terry HaD in Wellington

and agencies

New Zealand's ground-
breaking "hands off" banking
supervision regime took
another step forward yesterday
when the country's central
bank issued pamphlets to help
clients judge the financial
strength of their own banks.
The new system of supervi-

sion involves almost complete
deregulation, of the banking
sector, by moving from inten-

sive monitoring by the Reserve
Bank to public disclosure of
the banks' Financial position

and allowing customers to

make up their own min ds.

Mr Don Brash, Reserve Bank
governor, said the new regime
imposed strict requirements on
directors to sign statements on
the bank's affairs on a regular
basis. If they signed without
asking the "appropriate ques-
tions". they would put them-
selves at considerable personal

risk and could face penalties

under New Zealand law.

The Reserve Bank will con-

tinue to register banks and set

capital adequacy ratios, and
can intervene in a crisis, but

the main control will now be
through quarterly public state-

ments banks must supply to all

branches. It can also initiate

proceedings against banks for

any statement thought to be
false or misleading.

Mr Brash said the full disclo-

sure statements the Reserve
Bank requires would be cum-
bersome and full of financial

details too complex for ordi-

nary bank customers. A simpli-

fied version of the statements
would be available at all bank
branches when the first reports

are issued later this month.
The pamphlets released yes-

terday are designed to help
ordinary customers understand
the simplified statement,
including its balance sheet,

and to assess its credit and risk

management so they can
decide to place deposits with it.

The pamphlets are to be made
available in all bank branches.

Mr Brash said that, unlike

many other countries, the new
supervisory regime does not

seek to protect depositors or

promise any compensation for

losses in tbe event of failure.

The main objective was to

increase incentives for the
banks to monitor and manage
their risks prudently, it would
ensure bank directors take ulti-

mate responsibility for manag-
ing risk, and provide deposi-

tors and others with more
timely information to improve
their ability’ to decide where to

invest

Mr Brash said the new proce-

dures had attracted consider-

able international interest

from other central banks. But
he doubted the new system
would have prevented the fail-

ure of New Zealand's leading

bank, the then state-owned
Bank of New Zealand, in 1990,

or protect hanks from Barings-

type collapses through fraud.

“There is not a lot of evi-

dence that the previous regime
was actually proving totally

effective in the countries
where it was being used. You
looked around the world and
saw quite a number of situa-

tions where banks failed, or

were at least in difficulties,

despite that intensive supervi-

sion," he said.

“We are quite convinced the
new approach will usefully

strengthen the incentives
which directors have to oper-

ate their banks prudently, and
so will reduce risk in the bank-
ing system.”

Mr Brash said the fact most
New Zealand banks were over-

seas-owned had not been a fac-

tor in deciding to implement
the new requirements. “When
we were drafting the proposals
in 1991, most of the banks were
New Zealand-owned.” But
because so many were now’
overseas-owned, “fit] means
that we can’t be indifferent to

the health of the parent bank."

Malaysian dream steel is a flop
By James Kynge
in Kuala Lumpur

It was the steel company
which seemed to have every-

thing: a protected and booming
home market, access to vast

pools of funding; and the pres-

tige of being the prime minis-

ter’s brainchild. But this week

it all went wrong.

Perwaja Terengganu, once

lauded as a trailblazer in Mal-

aysia's long-term industrial

strategy, was confirmed as

insolvent, making it one of the

biggest Dops in the country's

broad economic transforma-

tion.

As the government considers

rescue plans for tbe state-

owned company, private-sector

economists say that Perwaja's
misfortune is a freak occur-

rence. though one that pro-

vides an insight Into some of

the dynamics of Malaysia's

managed economy. “Perwaja's

case is by no means typical,"

said one local economist. “But

it does provide a cautionary

tale of what can happen to

grandiose plans if mechanisms
of supervision falter."

The case has also rekindled

debate about rivalries in the

Malaysian leadership. Perwaja
was commonly seen as a pet

project of Dr Mahathir
Mohamad, the prime minister,

and while his deputy. Mr
Anwar Ibrahim

, was responsi-

ble as finance minister to

explain its collapse, his public

criticism of the company's
management was bound to

generate political speculation,

broker bouse analysts said.

Mr Anwar told parliament

on Tuesday that Perwaja had

debts of M$6.92bn (S2.78bn>

while its accumulated losses of
MS2.95bn amount to almost
double the company's paid-up

capital. In addition, an investi-

gation has uncovered several

cases of mismanagement and
government official are exam-
ining

"
financial irregularities"

at the company.
Perwaja was set up in 1985.

Within three years problems
had set in.

The steelmaker had bor-
rowed in yen. opening itself to

exchange losses as the Japa-
nese currency began its giddy
appreciation in the second half

of the 1980s.

And although labour was rel-

atively cheap and the domestic

market protected by steel

import tariffs. Perwaja's debt
had already reached about
M$lbn when, in 1988. Dr

Mahathir selected an industri-

alist. Mr Eric Glia, to rerive

the company's Fortunes.

But, as Mr Anwar's state-

ment this week has revealed.

Mr Chia's tenure turned a bad

situation worse.

Under his stewardship. Per-

waja borrowed again, this lime

to finance a MSI—bn beam and
section mill in Dr Mahathir's

home staie of Kedah. 520km
from tbe company's main plant

on the eastern seaboard state

of Terengganu. Though the

move to Kedah brought much
needed industry to a relatively

disadvantaged area, it also

drove operating costs sky high.

“The group nil! continue to

face across operating losses

even if financial costs and for-

eign exchange losses are not
taken into account." Mr Anwar
told parliament, quoting from

an independent audit by Price

Waterhouse, the UK accoun-

tants. Some 78 per cent of the

company's accumulated losses

came from debt service charges

and foreign exchange losses.

Perhaps the most disturbing

aspect of Perwaja’s fall was

that many decisions were

taken without the knowledge

of the company's board of

directors, mostly government

appointees. Such was the lack

of transparency that as Per-

jawa sank deeper into debt in

1994. Mr Chia was still being

publicly praised for bis

restructuring efforts.

“Contracts were awarded

and completed before getting

approval or verification from

the board." Mr Anwar said.

The absence of transparency

in government action is widely

acknowledged. Mr Claim Zain-

uddin. senior adviser to the

prime minister and a former

finance minister, said before

this week's disclosures: “The

government wants transpar-

ency but it will take a bit of

time before things come to the

notice of the cabinet" He said

this was because government

was made up of “various

groups, various vested inter-

ests".

Some private economists say

the Perwaja debacle should

serve as a cautionary tale for

other mega-projects, such as

the Bakun hydro-electric dam,

Asia's biggest, in the jungles of

east Malaysian Sarawak. Dr

Mahathir, an ardent promoter

of the project, says the dam
will help act as catalyst to

industrial growth, in much the

same way as he described the

Perwaja project a decade ago.

Canberra oils the wheels of labour reform
PM’s plans for the jobs market and wage system are stirring emotions, writes Nikki Tait

A few days ago. the
centre of Sydney rever-

berated to the sound of

drums and protest chants. Sev-

eral thousand trade unionists

held a rally outside the prime
minister's office - angry at
impending industrial relations

reforms and. in particular,

changes on the waterfront.

Bystanders seemed unim-
pressed. One young office

worker wondered what the

fuss was about. Next to her, an
older businessman muttered
bitterly about union intransi-

gence.

The street emotions - anger,

relief and indifference - are

expected to surface again when
Australia's new conservative
federal government details its

labour market reform legisla-

tion later today.

Tbere is no doubt the legisla-

tion is seen by the Liberal-

National coalition as one of the

main planks in its effort to lift

Australia's economic perfor-

mance. Mr John Howard, the
new prime minister, has a long
record of advocating labour
market changes.
“Until our arthritic indus-

trial relations system is

reformed, our waterfront
brought into the 20th century',

the coastal shipping cartel

removed and our transport

infrastructure modernised, we
cannot hope to be permanently
competitive." he bas said.

But the coalition's task is

not without obstacles. Tbe first

problem is that former Labor
governments also recognised
the need for Australia to move
away from its traditionally

rigid centralised wage-setting

system if the country was to

compete internationally.

As a result, over the past

eight years, various pieces of

federal legislation have been
passed to encourage decentral-

ised “enterprise agreements" -

in the bope that these would
reward and reinforce local pro-

ductivity improvements.
Zn its efforts to win the blue-

collar “battler vote” during the

recent election campaign, the

conservative coalition pack-
aged its reform proposals to

look as inoffensive as possible.

Rather than scrap the exist-

ing wage-setting structures, it

called for a redefinition of the
role of labour market institu-

tions and for superimposing a

*£ labour disputes

Working days lost through industrial action, per Thousand employees

1,400 :

1967 69 71 73 7S 77

Souioo: Aumrrtan Bureau of SlaMcs
79 81 83 85 87 89 91 B3

slightly different system of
decentralised wage agree-
ments.
The broad outline of today's

package is no secret. Basically,

it centres on a new type of

contract called an “Australian
workplace agreement” (AWA),
which management and
employees could negotiate at

company level. Employees

could organise themselves as

they wished - opting to be rep-

resented by a lawyer, a union,

some form of professional

grouping, or just act individu-

ally. There would be no obliga-

tion to move to an AWA:
employees could stick with a
centrally determined award if

they preferred.

AWAs. however, would not

Solicitor to stand for HK chief executive post
By John Ridding in Hong Kong

Mr Lo Tak-shing. a solicitor

and a former member of the
Hong Kong administration,
yesterday declared his interest

in the post of chief executive,

sparking life into the contest

for the top position in the terri-

tory after it is handed back to

China next year.

One of several possible can-

didates. Mr Lo became the first

to state his interest. Others,

such as Mr Tung Chee-hwa,
the shipping tycoon, and Mrs
Anson Chan, the head of the
territory's civil service, have
remained guarded about their

stance towards the job.

In an interview in yester-

day’s Ming Pao, the Hong Kong
daily, Mr Lo said he would
make a final decision on his

candidacy following the forma-
tion of a selection committee.
This body will nominate a

chief executive designate who

would have to be appointed by
Beying. The process is expec-

ted to be completed towards
the end of the year.

Mr Lo. Bl, has moved close to

Beijing since breaking with
Britain in the mid-1980s. He
claimed Britain should have
granted passports to Hong
Kong citizens.

Political commentators said

it was difficult to determine Mr
Lo's prospects for the post, not-

ing that Mr CJLTung had been

tipped by many as the stron-

gest candidate.

Mrs Chan is the most popu-

lar choice within Hong Kong,
winning support from the busi-

ness community, which is

seeking continuity and an
effective civil service.

Another candidate, is Mr
C.Y.Leung, a businessman who
is closely linked to Beijing.

Several Hong Kong newspa-

pers have recently reported
that Mr Tung has told China

he is not interested in the post

of chief executive.

“This might well be disinfor-

mation to support the chances
of another candidate." said one
diplomat.

Should he not seek the post
there would be potentially
important implications for
other senior officials. Many in

official and business circles,

believing that Mrs Chan’s
chances of the top job are com-
promised by her position in the

present administration, favour

a tandem solution, in which
she would serve as chief secre-

tary. The chances of this are
seen as greatest if Mr Tung is

the chief executive.

Mr Lo said he hoped an ideal

candidate would emerge, in
which case he would give up
his plan. Denying that he had
been actively lobbying support
for himself, Mr Lo also rejected

reports that he let Chinese
leaders win games of mahjong.
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If you're like okm people who take business trips to London or

Paris, it’s to do business. Not to London or Paris. Which is

precisely why ITT Sheraton new offers business people business
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M.I.M. HOLDINGS LIMITED M.I.M. HOLDINGS LIMITED

NOTICE OF OFFER OF SHARES
IN HIGHLANDS GOLD LIMITED

TO THE HOLDERS
OF OUTSTANDING

CONVERSION BONDS
NOTICE IS HEREBY GIVEN by M.I.M. Holdings

Limited (the "Company') Dial an offer of shares in

Highlands Gold Limited Is made to the holders or

the Company’s outstanding USS 125.000.000
Subordinated Conversion Bonds (the 'Conversion

Bonds') in accordance with the Trust Deed dated

10th June 1967 constituting the Conversion

Holders ot outstanding Conversion Bonds are

offered 87 shares in Highlands Gold Limited for

each Conversion Bond held, at an issue price

payable in full on application ot AS0.S5 lor each
share. Entitlements to the issue are non-
renounceabte in respect of holders of Conversion

bonds.

Copies of the Terms of Sale containing lull details

of the issue together with the Entitlement and
Acceptance Forms required to accept this offer

will be available for collection from 8 May 1996 at

{1} the office of Kredielbank S.A.

Luxembourgeoise at 43, Boulevard Royal, L-2955.

Luxembourg and (2) the office of kreefietbank N.V.

at Arenbergstraat 7, B-1000 Brussels, upon
presentation of either Conversion Agent of one or

more Conversion Bonds having attached election

notices bearing the identification "Election Notice

No. 3*.

Completed Entitlement and Acceptance Forms
must be lodged with M.I.M. Holdings Limited in

accordance with the instructions on the form prior

to 5.00pm on 31 May 1996 Australian Eastern

Standard Time, after which this offer shall lapse.

iHBWSB

DATED 29 APRIL 1996
M.IJM. HOLDINGS LIMITED

by D.M. MUNRO,
SECRETARY
& GENERAL COUNSEL

NOTICE OF OFFER OF SHARES
IN HIGHLANDS GOLD LIMITED

TO THE HOLDERS
OF OUTSTANDING

CONVERSION BONDS
NOTICE IS HEREBY GIVEN by M.I.M. Holdings

Limited (the "Company*) that an offer of shares in

Highlands Gold Limited is made to the holders of

the Company’s outstanding AS 125,000,000
Subordinated Conversion Bonds (the "Conversion

Bonds") in accordance with the Trust Deed dated
10th June 1987 constituting the Conversion Bonds.

Holders ol outstanding Conversion Bonds are

offered 63 shares In Highlands Gold Limited for

each Conversion Bond held, at an issue price

payable in full on application of AS0.65 lor each
share. Entitlements to the issue are non-

renoimceabta in respect of holders of Conversion

bonds.

Copies ot the Terms ol Sale containing lull details

of the issue togelher with the Entitlement and
Acceptance Forms required to accept this offer will

be available for collection from 8 May 1996 at (1)

the office of kredfetbank SA Luxembourgeoise at

43. Boulevard Royal. L-2955, Luxembourg and [2)

the office of kredietbank N.V. at Arenbergstraat 7.

B-1000 Brussels, upon presentation to either

Conversion Agent ol one or more Conversion

Bonds having attached election notices bearing the

kJentificaUon "Election Notice No. 3*.

Completed Entitlement and Acceptance Forms
must be lodged with M.I.M. Holdings Limited in

accordance with the instructions on the form prior

to 5.00pm on 31 May 1996 Australian Eastern

Standard Tima, after which time this offer shall

lapse.

DATED 29 APRIL 1 996

MLLM. HOLDINGS LIMITED

by DJI. MUNRO,
SECRETARY
& GENERAL COUNSEL

be subject any scrutiny by the

Australian Industrial Relations

Commission. The AIRC’s role

would be restricted to setting

basic award rates and same
minimum standards tvhich the

AWAs would have to meet.

Any employee who felt hard

done by under the new system

could talk to an “employment
advocate" and seek redress

through the courts.

In recent days, leaks have
also suggested that the legisla-

tion would largely remove any
restrictions and conditions on
part-time employment
Already, concerns have been

raised on all sides. The busi-

nesses community frets that

all this may be too complex.
One worry is possible prolifera-

tion of bargaining units and
contract arrangements in a sin-

gle workplace - which would
be costly and cumbersome for

an employer to manage.
Unions fear that the weaken-

ing or the ARC s power, nota-

bly its ability to vet contracts,

could make lower-paid employ-
ees vulnerable to unscrupulous

employers. The move to more
streamlined awards, incorpo-

rating only minimum condi-

Paij|

tions. could also mean the ero-

sion of benefits such as

maternity leave.

The unions' problem is a rel-

atively weak bargaining hand.

Threats of all-out industrial

warfare during the election

campaign appeared to do its

cause more harm than good.

While “downsizing" by the

corporate sector is perhaps less

marked than in some coun-

tries. the limited size of the

jobs pool - the Australian

workforce numbers 8.3m - and
an unemployment rate of

almost 9 per cent have not

encouraged all-out battles on

points of principle.

For example. CRA. the min-

ing company, met only limited

resistance when it offered

workers higher wage packets if

they would abandon their col-

lective bargaining rights.

That said, the union move-
ment can be expected to put up
a fight Tbere has already been

talk of High Court challenges,

and attempt by employers to

undercut workers' conditions

will face a high-profile and
vocal campaign that could be

an important test of strength

for both sides.

ASIA-PACIFIC NEWS DIGEST

US urged not to

‘contain’ China
The US would be wrong to swap its policy of military
engagement with China for one of containment, according to

Mr William Perry, the US secretary of defence. A policy of
containment, as the US applied to the Soviet Union during the
cold war. was “flawed in the practical sense", he said in a

speech in Washington yesterday to the Pacific Basin economic
conference which covered all aspects of Asian security.

It would, he said, “push China to accelerate its defence
modernisation, contributing to regional arms races and
increasing the likelihood of military conflict in the region.

"

Additionally, containment would “lead the US and Chinn to
close their markets to each other" and "provoke reflexive and
intractable Chinese opposition to US-led security initiatives in
the UN and other multilateral bodies.

“

Mr Perry's speech on US relations with China was the third
by a senior administration official in the last six days,
following those delivered last Friday by Mr Warren
Christopher, the secretary of state, and on Monday bv
President Bill Clinton himself. Junk Martin. Washington

Seoul eases foreign controls
South Korea yesterday announced it would remove most
controls on the entry of foreign firms into the domestic
securities markets by 1998. The measures were sought by the
Organisation for Economic Co-operation and Development,
which Korea hopes to join by the end of the year. 4
Foreign financial institutions will be allowed to acquire

Korean securities houses, investment trust companies and
investment advisory firms in friendly takeovers from
December 1998. This will follow a rise in the current foreign
shareholding ceiling in these Korean financial companies from
10 per cent to 49 per cent next January. The government has
also eased procedures for the establishment of foreign
brokerage houses in Korea. Representative offices may
be opened without formal approval after they are
re*Ps*er8t*- John Burton. Seoul

Indian vote moved forward
India’s new parliament will vote on Monday to decide whether
the country s week-old Bharatiya Janata partv government
will survive or fall. Mrs Sushma Swaraj. BJP minister, said
yesterday. India’s president had given the BJP until May 31 to
prove its majority in the house, but Mrs Swaraj said the
cabinet had decided to move the date forward. The United
Front, the coalition of 17 regional, secular and “social justice"
parties, has meanwhile tabled a vote of no confidence in theBJP government
Barring unexpected last minute defections from other
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sleQt!°ns. the BJP looks set to lose
the vote. The party and its allies command 194 seats in the
545-seat parliament, while the United Front claims the direct
SU
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at east 170 WP* “d k counting on both Congress

and India s communist parties, which together have 181 MPs,
the BJP. Mr Shankar Dayal Sharma. India's
neV
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ieless 8

l
ve the BJP's programme for

government in an address to both houses of the Indian
parliament tomorrow. Mark McholsoTU Nm,^
Burma detentions continue

g
,
overnme^ continued to detain opposition

t0 ra’re than 80 the Qum^r of
those arrested ahead of a planned weekend pnnerpss nf thp

forDe“ ?S?
S ? provindal areas, was mended

Htltn ,
where 36 P^P^. including Mr WinK;5SrtBfl'
10 ^ Aon, sL Sun

Most of those arrested were elected to parliament in toon^“1? t
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Sunday they plan to attend the most important NLD feathering
since Ms Suu Kyi was released last year^SVpemhn?ne?^h
six years under house arms;.
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So who insures the insurers

?
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Ready when you are!

We’ve become famous, quite justly, for being one of the more

responsive reinsurers. But that doesn’t mean we write our cheques

without having done some thinking.

After the fact. But also before.

That’s why we don’t rush to sign up business left, right and

centre Ifwe think the roof is going to fall in on a project, we

tell the insurer in no uncertain terms. That way chances are the

roof won’t fall in - either it doesn’t get built in the first

place or there are big changes. Which is a benefit all round: to

owners, users, insurers and us.

So, we re swift, but we’re still Swiss. And on that double

forte we’ve built our immense resources of experience, brain-

power, and capital. They’ve made Swiss Re one of the worlds

leading reinsurers.

And we’re not letting up the pace. If you’re interested to

know more about us, fax + 41 1 285 40 98.

Swiss Re
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Lloyd’s Names in US allege ‘dirty tricks’
By Ralph Atkins in London and
Richard Waters in New York

Lloyd's of London faced fresh US
headaches yesterday as accusations of
“dirty tricks" flew over letters falsely

cancelling meetings where US Names
were to be given details of the insur-
ance market’s recovery plan.

The letters purported to be sent by
the Association of Lloyd's Members, a
body which supports the recovery
plan. Ms Melinda Nordhaus. who
planned the ALM meetings, expressed
outrage at “this clear attempt to sabo-
tage these important meetings" which
would go ahead as planned. The

source of the letters remained unclear

yesterday.

The accusations came as Lloyd's

leaders stepped up efforts to win the

support of US Names for the plan,

which has to be implemented this

summer or Lloyd's future will be in

doubt Names are individuals whose
assets have traditionally supported

Lloyd's.

Mr John Stace, deputy chairman,

was due to address a Names' meeting
in Los Angeles yesterday and today in

San Francisco.

Separately, the US Postal Service,

whose remit includes investigating

allegations of mail fraud, said that it

had started an inquiry into Lloyd’s.

The agency is believed to be studying

whether Lloyd's agents breached fed-

eral laws when recruiting US Names.

The investigation follows action

from state-level securities regulators,

which have accused the London
insurance market of breaching local

securities laws.

The Postal Service said its inquiry

was undertaken at the request of the

US attorney in New York, whose
office had passed on complaints from

individual Names. Lloyd's refused to

comment on the review, except to say

that it was aware that the agency had

sent a questionnaire to some US

names seeking information about how
they were recruited.

However, Lloyd's of London has
won an early endorsement in the UK
for its recovery plan from a Names
group which has agreed to adjourn

legal action for compensation.

The Secretan Names' Association

said an agreement had been reached

with Lloyd’s - under the auspices of

the insurance market's recovery plan
- which was likely to be recom-
mended to its 1,100 members.
Secretart Names lost as a result of

US asbestos and pollution-related

insurance claims during the 1980s.

Those being sued included the audit-

ing firm. Ernst & Young. Details of

the deal have not been disclosed bui

Mr John McBride, chairman of the

Names' association, said; "Why
expose the Names to the hazards of

litigation when the offer gives us all

our costs and an appropriate propor-

tion of the claim?"

However, Mr McBride emphasised
that, while the offer to Secretan
Names may be acceptable, it did not
mean members of the association

would necessarily back Lloyd's recov-

ery plan, which includes an out-of-

court settlement offer totalling £3.1bn

($4.71). Names are often members of

more than one action group.

Britain in Europe Germany’s ‘responsibility and respect for liberal values' praised in House of Lords

Ministers accused of strong-arm tactics
By Neil Buddey in Strasbourg

Sharp criticism of the British

government's stance on the
"mad cow" crisis dominated
proceedings at the European
Parliament in Strasbourg yes-

terday. with even British mem-
bers joining the attack.

With 800 MEPs from all

member states gathered in

Strasbourg for a full session

this week, a debate on farming
prices saw speaker after

speaker criticise both Mr John
Major's threat to disrupt EU
business and his government's
handling of the crisis. Leaders
of the main parliamentary
groups joined in condemning
Britain's actions.

Mr Gijs de Vries, Dutch
leader of the liberal group, the
fourth-largest in parliament,
said Mr Major's declaration

was an "act of desperation".
"Having failed to convince a

number of countries on the

basis of reasoned argument
that the British government
has taken effective action in

alleviating the threat of BSE.
the UK is now resorting to

strong-arm tactics. This is a

sign of weakness and will be
recognised as such." he said.

Germany might have expected

a roasting in Westminster in

the week that it has been
painted as the chief villain of

the European Union's reluc-

tance to start dismantling its

curbs ou British beef. How-
ever. a series of elder states-

men in the unelected upper
House of the British Parlia-

ment took considerable pains
to praise wbat Lord Jenkins of

Hillhead called "consistently

the best governed country in

the western world"
Lord Jenkins, a former

Labour party minister and
onetime president of the Euro-

pean Commission, said: “The
post-war German government
is not a particularly
difficult government with
which to get on - it has a
unique record of international

responsibility, economic suc-

cess and respect for liberal val-

ues and the supremacy of the
rule of law."
Lord Campbell of Croy. a

former Tory cabinet minister,

concluded his outline of a
Europe of nation states with
the firm reminder that “good
British-German relations must
depend on positive efforts on
both sides”.

.-at--

The Sun. the biggest selling daily newspaper in Britain,

yesterday returned to the Second World War for an image with
which to express its opposition to the EU ban on British beef

"We are not fighting the 1940

air battle between the UK and
Germany again. These atavis-

tic appeals to national loyalty

should be avoided."

Mr Graham Watson, a Brit-

ish member of the centrist Lib-

eral Democrat party, said the

attempt to "railroad” other
European countries into lifting

the ban was doomed to failure,

and would do nothing to

restore public confidence in
beef. "You can put British beef

under a Frenchman's nose but

you can’t make him eat it." he
added.

Mrs Pauline Green, British

leader of the dominant social-

ist group, said the UK govern-

ment’s action was "absolutely

absurd" and a “politically

motivated political crisis. I am
saddened as it will cause great

damage to Britain."

British conservative MEPs
were careful not to criticise

their Westminster counter-
parts. but said it was their role

to "explain the government's

position to our colleagues
across Europe”. They have
been pressing - so far unsuc-

cessfully - for Mr Douglas
Hogg, the British agriculture
minister, to visit the Parlia-

ment to explain Britain’s

stance.

Air Willi Gorlach, president

of the German socialist group,

said Mr Major's move was
"very dangerous for Euro-
politics”. He warned that an
“empty seat" policy would not
have the effect it had in the era

of President de Gaulle.

Brussels plays down PM’s
threat to disrupt business
By Caroline Southey
in Brussels

Brussels reacted calmly
yesterday to the threat from
Air John Major, the British

prime minister, that the UK
government would disrupt
European business because of
the ElTs failure to ease a ban
on British beef products,
pledging to continue working
for a resolution to the crisis

caused by BSE.
The EU Commission agreed

a proposal under which
Britain would be forced to

impose tough conditions on
the manufacture of gelatine

and tallow as a precondition to

the ban being lifted on these

products. Semen would be
included in the package.

The proposal, which sets

down tbe same conditions laid

down in a plan rejected by tbe
ElTs standing veterinary com-
mittee on Monday, will be put
to EU farm ministers at an
emergency meeting on June 3.

In a further sign that the
Commission wished to minim-
ise the potential damage of Mr
Major’s threat. EU officials

reported that Mr Major had
telephoned Mr Jacques Santer,
president of the EU Commis-
sion. yesterday in a “good and
constructive atmosphere".
Mr Santer pressed Mr Major

to "do a tour of European capi-

tals to try and convince
Britain's Ell partners that you
are are on the right track to

restoring consumer confidence
in beef," the EU official said.
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Abridged audited results

for the year and final dividend

31.3.96
(R million)

31.3.95

Investment Income 263 346
Interest earned 53 46
Surplus on realisation of Investments 212 207

528 599

Administration expenses <7> 17)

Cost of prospecting (26) 1261

Grants - educational and welfare (7) (71

Net income before taxation 488 559
Taxation 16 II

Net earnings 472 548

Earnings per share - cents

- earnings excluding surplus on realisation of

investments 1.077 1.412

- earnings including surplus on realisation of

investments 1,955 2.269

Dhrtdeods
R million 263 338

cents per share

- interim 640 SOO
- final 450 600

Listed - market value 9.650 7,488

Unlisted - cflrectors' valuation 307 77

Loans 28 27

9.985 7,592

Net asset value

- R mUUon 10.143 7,922

- cents per share 42.004 32.S06
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payable on Friday, 5 July 1996 to shareholders registered at

the dose of business on Friday. 31 May 1996. The register of
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Saturday, 8 June 1996- The full conditions relating to the

dividend may be Inspected at the Head Office and London Office

of Ihe company and at the offices of its transfer secretaries.

Head Offices
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Johannesburg 2001
South Africa 0Ksfl@

London Office:

19 Charterhouse Street
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adding that “member states do
not believe Britain is doing
enough for them to face then-

consumers and say the prod-
ucts are safe”.

The official said Mr Major
had conceded that the Com-
mission had supported efforts

to have the ban on the three

products lifted. “He said the

problem was in the veterinary

committee, not tbe Commis-
sion."

Mr Franz Fischier, EU Com-
missioner for agriculture, said

that once the measures out-
lined in the proposal were pnt
in place "the Commission
would no longer consider it

necessary to maintain the
export ban on these products
as well as semen".
He called for a “scientific

rather than a political

approach" to the problem.
Implicitly criticising Mr
Major, he said: “Any attempt
to politicise the export ban as
has been happening in recent
times does not serve in any
way either to allay consumer’s
fears or to expedite the easing
of tbe ban.”

Under EU rules governing
parts of agriculture policy,

three possible scenarios flow
from the Commission's deci-

sion yesterday. The first is

that tbe proposal is approved
by the farm ministers. The sec-

ond is that if a qualified
majority cannot be found in

the council to support the pro-

posal, responsibility for imple-
menting the plan falls to Mr
Fischler. A third possibility is

that at least eight countries

vote against the proposal, at
which point tbe plan dies.

But EU officials remained
adamant that the Commission
would “work through the pro-

cedures" to try and find a
solution. Mr Fischler said he
felt it was “important for the
next council of ministers meet-
ing to take the necessary deci-

sion based on scientific know-
ledge”.

London tells its

diplomats to use

the tactic of delay
By Bruce Clark in Brussels

Britain served notice that
“co-operation will be impaired”
across a range of European
Union activities - but kept its

European Union partners
guessing yesterday over how
far it would go.

In a carefully calibrated posi-

tion, British representatives in

Brussels told their counter-
parts that they themselves
would still participate actively

in meetings of EU diplomats -

but nothing they said would
bind the hand of UK ministers.

This will slow down EU busi-

ness in areas ranging from the

internal market to scientific

research, as well as the longer-

term discussions on the ElTs
future. Normally the work of
EU ministerial meetings,
where all important decisions

are taken, is greatly speeded
because decisions are "pre-
cooked" by diplomats and then
passed on the nod.
But the effects of the new

delaying tactic were already
felt yesterday morning when
British diplomats said they
were reserving their position

on a Customs regulation and a
research programme into
nuclear energy.
Diplomats from other EU

countries said it was fortunate

no big decisions requiring una-
nimity were pending - and
they doubted whether Britain

could maintain its stand with-
out damaging its own ability to

speak on issues close to its

heart
However Britain was appar-

ently participating as vigor-
ously as ever at a diplomats’

meeting last night where some
sensitive issues in transatlan-

tic relations were under discus-

sion. The diplomats were con-
sidering whether or not a
document on the state of
EU-US economic relations.

which must be agreed by
Washington and Brussels,
should mention tbe bitter dis-

pute caused by proposed US
sanctions on companies deal-

ing with Cuba.
Britain has argued - and it

will apparently continue to

argue - that it would be better

not to mention the dispute at

all than agree a formula that

has been watered down at
Washington's insistence.

At a ministerial meeting
today on measures to protect

the EU population in the event
of disasters or emergencies,
London will harden its already
trenchant objections to the
involvement of the European
Commission in this area. This
meeting would in normal times
have passed by virtually
unnoticed. Today, however,
Britain will make a point by
bowing out from any effort to

finesse the differences between
itself and most other EU
countries.

A separate meeting of senior

diplomats today is expected to

consider whether the
Commission should be given
greater powers to combat
fraud. This will put Britain in

an awkward position because
it has been among the
strongest advocates of greater
efforts to crack down on fraud.

The UK has also served
notice within the
inter-governmental conference
on EU reform that it will not
sign up to any new documents
mapping out the Union's
future. It has also made dear
that that it would bar
unconditionally any effort by
tbe European Parliament to

become more involved in the

IGC.
However, diplomats from

other EU conn tries were
sceptical about whether the
British stance would make any
difference to the IGC.

State aid

for Irish

Steel to be
challenged
By Stefan Wagstyl,

Industrial Editor

British Steel, the UK
steelmaker, is to sue the Euro-
pean Commission over its deci-

sion late last year to approve
state subsidies for Irish SteeL
Ireland's only steel company.

British Steel's move comes at

a difficult time in UK-EU
relations, with tempers run-
ning high over the row about
the “mad cow" crisis.

The commission approved
the Irish government’s plans to

inject I£38m i357.3ml into state-

owned Irish Steel only after

the UK government dropped its

opposition for fear of upsetting

the Northern Ireland peace
process. But while the UK gov-

ernment relented, British Steel

did not and last December it

started assembling a legal case

against Brussels.

Yesterday, the company said

it was planning to file a com-
plaint. possibly in the next feu-

days. at the European Court of

Justice. British Steel wants the

aid be declared illegal and
repaid to the Irish government.
Hoogovens. the Dutch steelma-

ker. and the German Steel Fed-

eration are expected to file sim-

ilar claims.

Tbe Irish Ministry of Enter-

prise and Employment said
last night that it was satisfied

that the grounds on which tbe
aid had been granted were
sound and would stand up in

court. “I am absolutely confi-

dent.” said a senior officiaL A
European commission official

said companies were welcome
to exercise their right to chal-

lenge decisions in the
courts.

The legal action, which could

take between two and three
years to complete, will not stop

the aid being paid. The Irish

government is due to sign a
contract in the next few days
with Ispat International- the
London-based international
steel company, which is buying
Irish Steel and will use tbe aid

to modernise the plant and
increase output from its 1994-95

level of 258,000 tonnes to

320,000 tonnes.

British Steel is engaged in a
long-standing battle with the

Commission over state aid for

Europe's ageing and inefficient

steel plants. Although member
states agreed to end most
forms of subsidy as long ago as

19S5, payments have contin-

ued. notably Ecu7bn ($&68bn;
approved in 1993, mainly for

Dva of Italy and Spain's CSL
British Steel has appealed
against these grants and a
decision is expected later this

year.

British Steel is especially

incensed by the Irish case
because it involves an increase
in output, whereas the previ-

ous grants were made on con-

dition of production cuts.

Under EU rules, subsidies are
permitted only for research, for

anti-pollution measures and for

easing the impact of redundan-
cies.

The Commission accepts that
the Irish decision was excep-
tional But it argues that strict

output and sales limits on Irish

Steel will limit the impact on
other producers.

UK NEWS DIGEST

Big insurance

payout cleared

£3bn ($4.6bnl in insurance claims frozen pending resolution o

a disuute which could have hit many insurers finances, lue

Lords upheld an earlier court rulmg which said insurance

companies could collect on their reinsurance policies

out to protect against big losses - before paying the claims 0-

their own policyholders.
. . .. . j

The issue was important because, if earlier judgments had

been reversed, insolvent insurers and reinsurers could hate

faced substantial difficulties collecting on reinsurance poUcm-

It would have affected the solvency of insurance companies

which rely heavily on reinsurance. Mr Philip Smger. inst-

ance insolvency expert at Coopers & Lybrand. the accoun-

tants said yesterday's ruling prevented reinsurance compa-

nies receiving an “undeserved windfall". Most reinsurers are

likely to have set reserves on the assumption that previous

rulings would not be overturned and Mr Singer said it would

have been the “height of carelessness” to have assumed other-

But tbe Lords’ interpretation of widely used clauses in

"excess of loss’ reinsurance contracts will end uncertainty

over the issue. The expected flood of claims might cause

cashflow headaches for some companies. The net impact on

Lloyd's of London, which is both a reinsurer and creditor of

failed insurance and reinsurance companies, is likeK to be

negligible. The Lords ruling was on a test case concerning

Charter Re, which underwrote reinsurance policies in the

London insurance market between 1986 and 1993.

Ralph Atkins. Insurance Correspondent

BZW reassesses nuclear sale
BZW, the government’s advisers on the privatisation of British

Energy, believes the nuclear utility could be sold for between

E2.25bn (S3.42bn) and S25bn. This is slightly less than the

£2.4bn to £2.Sbn which BZW indicated earlier this year, but the

method of calculation is different Mr Daniel Martin. BZW's

utility analyst, says in an updated report that the higher

figure was justified by British Energy’s strong cashflow projec-

tions. But he believes the market will require a yield premium
on the stock because of its unfamiliarity with nuclear power,

and this would depress the sale price.

Yesterday's report calculates that British Energy’s “correct"

yield is between 6 per cent and 7.4 per cent, but it estimates

that the market will demand 7 per cent to 8 per cent. Other

analysts have suggested that British Energy’s sale price could

be cut sharply because of fears of a fail in the electricity price.

But BZWs report plays down these risks. BZW estimates that

a fall in the price from its current level of 2.4p to 2p would
reduce tbe sale price by £75Gm.

David Lascelles. Res>yurces Editor

Party's finances recover
The governing Conservative party’s finances are back in the

black after more than a decade in which tbe organisation has
maintained a large overdraft Fund raisers have managed to

turn the £19m f$28.9m> deficit which the party bad after the

1992 general election into a small, but positive, bank balance
several months ahead of schedule.

Senior party figures are firmly resisting calls from tbe

opposition Labour and Liberal Democrat parties for the Con-
servatives to list their main benefactors. But the speed at

which the party has managed to clear its overdraft will again

raise questions at Westminster about the party's finances.

Earlier this week Mr Brian Mawhinney. party chairman,
launched an investigation into allegations that businessmen of
Yugoslav origin had given the party more than £100.000

between 1992 and 1994 when British troops were deployed in

peacekeeping duties in the region.

William Lewis and James Blitz

Rolls-Royce investment
Rolls Royce. the UK aero-engine maker, is to invest £23m
(S34.9m) at its Hillington plant near Glasgow in Scotland. The
investment will be made over four years in installing the
latest machinery for manufacturing compressor blades and
seals for Rolls-Royce gas turbine engines. The Hillington plant

will be able to produce compressor blades for advanced
engines such as the Trent 895, the BMW Rolls-Royce BR715
and the Allison AE3007. The Rolls-Royce aero-engine company
is no longer connected to the Rolls-Royce car company, which
is now an offshoot of Vickers. James Buxton, Edinburgh

Ministers meet on Ireland
The British and Irish governments met last night in an
attempt to settle on a formula for nest month’s all-party’ talks

on Northern Ireland, with differences apparently continuing

over a role for former US Senator George Mitchell, who headed
the international commission on the Irish peace process.

Delegations headed by Sir Patrick Mayhew, Northern
Ireland secretary in the British government, and Mr Dick
Spring, tbe Irish deputy prime minister, spent more than four

I

u'
1

$

British cabinet minister Sir Patrick Mayhew (left) and Irish
deputy premier Dick Spring in London yesterday
hours in Loudon on the agenda for next month's negotiations.
Both sides were also discussing prospects for an Irish Republi-
can Army ceasefire amid confusing signals from Sinn Fein, tbe
IRA’s political wing. Ministers are understood to have pre-
pared several contingency plans in the event of the talks
beginning without Sinn Fein participation, which is condi-
tional ou an unequivocal declaration of an end to IRA vio-
leQce - John Kampfner. Westminster

Industry chief deplores talk about quitting EU
By Stefan Wagstyl,

Industrial Editor

Sir Colin Marshall, who took
over yesterday as president of
the Confederation of British

industry, Britain’s largest

employers’ lobby, has one word
at the top of his agenda -

Europe.

Like his predecessor. Sir

Bryan Nicholson, he is con-
cerned about tbe way that the

debate over European mone-
tary union and over the “mad
cow” scare has affected the
UK’s relations with the Euro-
pean Union. He is determined
to counter the upsurge of anti-

European feeling on the right-

wing of the governing Conser-
vative party.
He supported Sir Bryan’s

The CBI yesterday threw its

support firmly behind the
prime minister’s effort to solve

tbe BSE crisis by refusing to

co-operate in EU business until

the matter is settled. Stefan
Wagstyl writes.

Senior officials drew a dis-

tinction between the CBJ’s
attacks on Eurosceptics and its

reaction to the BSE affair.

They denied there was any

connection between Mr John
Major's efforts and the
demands of those who wished

to see the UK pull out of the
EU. Str Bryan Nicholson, the
CBPs retiring president, said:

"All clubs have spats. Other
member states have had them.
These things happen. The
assertion of national interest

is perfectly legitimate within
the club."

increasingly outspoken attacks

on the Eurosceptics, which cul-

minated on Tuesday in a
speech to the CBFs annual din-

ner in which he condemned
those who called for Britain's

withdrawal from the EU as "a
plague of locusts”.

“It would be foolhardy for

this country to contemplate
removing itself from the EU,"
said Sir Colin. “It’s easy to say.

'Look at the growing markets

in east Asia and in America
and in the Commonwealth'.
But we have to be realistic.

Europe is our backyard. To
risk our European trading rela-

tionships would be very
unwise."

Sir Colin, who was formerly
chief executive of British Air-

ways. plans to redouble the
CBI's recent efforts to promote
business’s pro-European views,

starting with the launch next

month of a Business in Europe
campaign. This is aimed at

encouraging informed discus-

sion about monetary union and
other issues - trying to raise

what the CBI sees as a very

low level of debate in the UK.
Sir Colin insists that

Britain's attitude to the EU
should not be uncritical. He
supports tbe UK’s decision to

opt out of the EU*s social chap-

ter. The problem, says Sir

Cohn, Is not so much what is

currently contained in the

social chapter but its possible
extension in tbe future to, for
example, minimum wage rides.
He also backs the govern-

ment position on the UK’s pos-
sible entry into the European
monetary union. Like the gov-
ernment, he believes the ques-
tion should be decided in the
light of tbe economic condi-
tions at tbe time of proposed
entry.

Like Sir Bryan before him.
Sir Colin treads a careful line
in commenting on politics.
However, he says the govern-
ment’s has created a stable cli-
mate of low inflation and low
interest rates. Tbe most impor-
tant job for tbe new govern-
ment, of whatever party, js to
continue with these macroeco-
nomic policies.

• Unison, Britain’s biggest
trade union, is likely to come
out against a single European
currency at its conference next
month, our Labour Editor
writes. That will raise the
prospect of serious union oppo-

sition to the Labour party's

growing sympathy for Euro-
pean Monetary Union.
Unison, which has 1.4 mem-

bers in the public sector, is C
expected to oppose a European
single currency unless the con-
vergence criteria laid down in

the Maastricbt treaty are
relaxed. Officials of the Trades
Union Congress fear that, if

hostHke resolutions are passed
at the Unison conference, other
unions may follow suit and
undermine the TUC's current
pro-Emu strategy.
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TECHNOLOGY

Tom Mead on blends of microscopic life-forms that will take the strain off the drain

Grease
busters

Within the beakers and
incubators at the
Brookhaven National
Laboratory in Long

Island, New York, there teems a
small zoo of single-minded micro-
bial blends.

They have been developed to
address one of the more prosaic
consequences of western consum-
ers' appetite for french fries, ham-
burgers and rich desserts. These
microbes eat kitchen grease -

enthusiastically.

Kitchen grease is a big problem.
Millions of pounds of it is produced
by restaurants, meat rendering
plants, fast-food outlets and innu-

merable domestic kitchens. It clogs

pipes, overtaxes municipal water
treatment plants and ends up in

landfills.

For years, scientists have been
investigating the use of biological

agents for oil refining. They have
also been seeking ways to manage
the heavy-metal sludge that results

from geothermal power production.

This led to the identification of a
number of extremeophilic microbes
- microscopic life-forms that thrive

in extreme environments. They
were seen as a potentially efficient

and cost-effective solution to the
expensive, hidden and growing
problem of grease removal and dis-

posal

In conjunction with Environmen-

tal Solutions, a private Long Island

enterprise. Brookhaven's scientists

researched the life-cycle of the bac-

teria to develop this example of liv-

ing technology and to help optimise

the particular bacterial strains

used.

As one consequence, on Earth

Day. April 22. biochemists at Brook-

haven poured a batch of the speci-

alised microbes down a kitchen

drain in the laboratory's cafeteria.

They are not unleashing danger-

ous mutant life-forms. It has been
known for more than 100 years that

micro-organisms are capable of

degrading organic pollutants in

waste streams.

Over the past 50 years, under-

standing of these microbial species,

and the benefits of their biochemis-

try in the environmental cycle, has

grown significantly. That under-

standing has resulted in the suc-

cessful use of these biological pro-

cesses in the targeted treatment of

domestic sewage and some indus-

trial wastes.

The strains going into the drain

at Brookhaven are blends of natu-

rally occurring, non-pathogenic spe-

cies commonly found in soil sam-

ples. In this case, they are the

product of a proprietary medium in

a portable bioreactor that germi-

nates and grows a highly concen-

trated blend of live, active, acclima-

tised and naturally occurring sapro-

phytic (grease-eating) bacteria.

Once in the plumbing system, the

microbes live and multiply as long

as their byproducts are removed,
and grease, their food, is intro-

duced. They are effective for about
two to three weeks.

Depending on the type of oQ or
grease being processed, each
microbe can process several hun-
dred times its own body-weight A
millilitre of 100m microbes can
digest many kilograms of grease in

24 hours.

The blends of up to 14 types of

bacteria produce huge quantities of

enzymes that work outside the bac-

terial cells. The enzymatic biochem-

ical action reduces the accumulated
grease and detergents into a milky,

water-soluble end-product of fatty-

acids and fatty-alcohols. The acids

and alcohols are less gummy, flow

much more easily in water, are eas-

ily pumpable and can be disposed of

in an environmentally acceptable

way at conventional water treat-

ment plants.

The process currently requires

the Installation of a dispensing
method and the periodic attention

of a technician. But Eugene Premu-
zic, a biochemist in Brookhaven’s
department of applied science,

expects that an off-the-shelf version
“may be available for the ordinary

home kitchen within three years".
The grease-eating microbial bioca-

talyst blends are patented and the
process and methods are propri-
etary and licensable. Research con-
tinues into the use of some high-
temperature tolerant organisms to
refine low-grade oils by lowering
the concentration of sulphur, nitro-

gen and heavy metals found in
heavy crude oils. Conventional
refinement processes could then be
applied economically.
The technology is also being

investigated as a solution for the
silica, arsenic, chromium, mercury
and lead that are the byproducts of
efforts to produce electrical power
from geothermal steam. These met-
als are precipitated out of the earth
as steam as it cools alter reaching

the surface.

“In terms of applications of the
properties elaborated by some of
these extremeophilic bacteria, this

is certainly a new avenue for bio-

chemical technology - a combina-
tion of biochemical mechanisms
and chemistry proper," says Premu-
zic.

O ne of the most unpleasant,

dangerous and expensive-to-

treat conditions - bone frac-

tures that result from osteoporosis
- could be brought under control by
a newly launched drug.

This is the implication of the first

large-scale clinical trials designed to

test whether Fosamax. a drug made
by US company Merck, prevents
fractures. Previous tests measured
bone density, and older drugs have
not shown a link between increased

bone density and fracture preven-
tion.

Announcing the trial results in

Amsterdam yesterday as “exciting

and significant", researchers said

women with a previous spinal frac-

ture had a 51 per cent lower risk of

hip breaks and a 46 per cent lower
risk of new spinal fracture if they
took the drug.

The three-year study looked at

Osteoporosis drug
in fracture fight

Daniel Green reports on the results of a new trial

the fortunes of 2,027 women aged
between 55 and 80 with previous

spinal fractures. Osteoporosis is a

condition that is closely- liked with
women who have passed meno-
pause.

“This is the first study to show a
reduction in hip fractures in a gen-
eral population of post-menopausal
women with osteoporosis." says
Dennis Black, epidemiology profes-

sor at the University of California

at San Francisco.

He says there had been estimates

of the cost of hip fractures in the US
alone of SlObn (£6-5bn) a year.

Black adds that the trial has been
so successful that independent mon-
itors ended it early to allow those
taking the placebo, or dummy drug,

to be given Fosamax.
The drug has already been

approved In 30 countries and Merck
has now asked the US Food and

Drug Administration for approval

to sell Fosamax for the prevention

of osteoporosis as opposed to its ini-

tial approval as a treatment. Ana-
lysts say the prevention indication

is key to expanding Fosamax sales.

Jo Walton, pharmaceuticals
analyst at Lehman Brothers, the
stockbroker, in London, says: “We
expect the market for this type
of drug to expand dramatically."

She forecasts sales of Fosamax

rising to Slbn a year.

Edward Scolnick, president of
Merck Research Laboratories, says
the drug is likely to be used both
alone and with hormone replace-

ment therapy. Most women take
HRT for a limited time because of

tiie side-effects, be says, adding that

Fosamax had few enough side-ef-

fects for it to be taken indefinitely.

That would allow it to be used to

prevent decreases in bone density,

avoiding the need to visit a doctor

for bone density measurements. In
addition, Fosamax rebuilt bone that

had been lost much faster than did

HRT. said Scolnick.

The second part of the study,

known as the Fracture Intervention

Trial, is following a further 4,000

patients with osteoporosis but who
bad not yet had a fracture. It is

expected to yield results early next
year. Black said.

Worth Watching - Vanessa Houlder

Vaccine discovery
for meningitis
A team of Canadian scientists

announced this week that they
had come up with a vaccine to

fight bacterial meningitis,
responsible for about half of all

meningitis cases, writes Victoria

Griffith.

The researchers hope the
vaccine will become the first to be
approved by the Food & Drug
Administration to fight the
disease. The scientists plan to
develop the products with LAF
BioVac, a subsidiary of the
Canadian biotechnology group
BioChem Pharma. According to

the scientists, experiments
showed the vaccine to be 80 per
cent effective in preventing the
disease in mice.
The vaccine, based on a

monoclonal antibody, would be
effective on all strains of bacterial

meningitis, since it works by
binding to a protein common to

all forms. Most fatalities occur In

children, and the Laval scientists

foresee intent vaccinations as
their primary market.
Laval University Hospital:

Canada, tel 4186507236;fax
4186561199.

World’s biggest
integrated circuit

Philips Research has designed
what it believes to be the largest

single integrated circuit in the
world - a solid state image sensor
that measures 86mm by 110mm
and contains more than 66m
pixels.

Philips built the device, which
will be used in professional

astronomy, by piecing together
blocks of sensors containing 1024
x 1024 pixels. Its size was merely
limited by the size of the wafer.

This modular production
technique allows different sensors
to be made using the same masks.
That could significantly rat down
the development time and costs of

sensors containing between 1 and

66m pixels.

Philips Research: The

Netherlands, tel 402742304:fax

402744947.

Paint removal
by laser

Removing rust or old paint from a

surface tends to be a messy,

laborious task. But the

Fraunhofer Institute for Laser

Technology in Aachen has

developed a system that removes

certain coatings more effectively

than existing chemical, heat and

mechanical processes.

The system uses a solid-state

laser with a focused beam that

vaporises the coating. The

residues are then transported to a

filter chamber by a built-in

suction device. The laser Is

attached to a fibre optic cable

that Is np to 100m long, so that It

ran be easily moved.
Fraunhofer institute for Laser

Technology: Germany, tel

2418906194; fax 2418906121

TB under ultraviolet

spotlight

The resurgence of tuberculosis

across the world has been
exacerbated by the drug
resistance of some strains of the

TB bacteria. US researchers are

now investigating the use of

ultraviolet lamps as an
alternative means of destroying

the TB bacteria.

The California-based Electric

Power Research Institute is

planning a controlled study into

the effectiveness of UV lamps in

shelters for homeless people,

where the disease is often

transmitted. EPRi is also

planning tests in Africa, which

has been particularly badly hit by

the tuberculosis epidemic.

Electric Power Research Institute:

US. tel 415 8552000: fax 4158552041.

An end to a knotty
problem

Anyone incompetent at tying

knots in balloons need straggle

no more. Self Sealing Systems, a

balloon equipment manufacturer,

has developed a method of
processing balloons so that they

seal themselves.

A chemical treatment of the

neck of the balloon makes the
latex adhesive, so that it sticks to

itself when pressure is applied.

Self Sealing Systems: UK. tel

(0)171 629Omfax (0)171 629 0420.

NOTICE OF FULL REDEMPTION TO THE HOLDERS OF

Tiffaay&Co-
6 3/8% Convertible Subordinated Betootnres Doe 2081

*BHXS0030650229
Redemption Date: Jrae 24, 1998

Comidofl PrhrQego EiplnK Jaflo 24, 1998

NOTICE IS HEREBY GIVEN that, pursuant to the provisions of the

Indenture, dated as of March 15, 1991, between Til

"Company"),andChemical Bank, successor bymerger to

Hanover Trust Company, as Trustee (the Trustee*), the Company has

exercised its option to and will redeem an June 24, 1996 (the "Redemp-
tion Date") all of its then outstanding 6 3/8% Convertible Subordinated

Debentures Due 2001 (the "Debentures"). The redemption price will

equal 101% of the principal amount thereof, together with accrued and
unpaid interest from March 15, 1996 to the Redemption Date for a total

payment of $5,137.65625 for each 55,000 principal amount of theDeben-
tures (the "Redemption Price"). The Redemption Price will become due
and payable on the Redemption Date, and interest on the Debentures
will cease to accrue on and after the Redemption Dale.

Conversion Privilege

The Debentures are convertible into shares of Common Stock of the

Company. The right to convet Debentures called for Redemption will

terminate at the dose of business on the Redemption Date. If the
Conversion Privilege is exercised, die holder ofa Debenture will receive

the numberof shares ofCommon Stock of theCompany that results from
dividing the principal amount of the Debentures to be converted by the

current conversion price of $56.00 per share. No fractions of shares will

be issued on conversion; instead of any fractional shares the Company
shall pay a cash adjustment calculated to the nearest 1 /100th of a share
by multiplying the dosing market price per share for theCommon Stock
on the date ofconversion by such fraction. Paymentofinterest accrued to
the date of conversion on the Debentures surrendered for conversion

shall be made upon conversion.

In oder to exercise the conversion privilege, the Holder of any
Debenture to be converted shall surrender such Debenture, together

with all unmatured coupons, to the office of any Conversion Agent,
accompanied by a duly signed conversion notice as specified on die

reverse of the Debenture.

Delivery of Debentures
In order to receive the Redemption Price or convert the Debentures

into shares of Common Stock, the Debentures, together with all unma-
tured coupons, mustbe surrendered toany of the irayingand Conversion
Agents listed below.

PAYING AND CONVERSION AGENTS

FUTURES
&OPTTONS
TRADERS
fT>K AN EFFKIENT

• lUWPBITTMCHanKt

RERKELEY FUTURES LIMITED

38 DOVER STREET, LONDONWK 3RB Hi
TEL 0171629 033 FAX: 0171 496 0022 gj

Union FUTURES AND OPTIONS TRADING

Limited

Clearing and Execution Service 24 his
Coatact; Duncan Dana

IliiS Tel: 44 171 329 3030 fig

Fax*. + 44 171 329 3919

Union

Limited

MARGINED FOREIGN
EXCHANGE TRADING

Fast, Competitive Quotes 24 Hours

Contact Iffn Donovan
Tat+44 Vrt &16Q4CQ FtttUT71JBS«

IHbuiiT*iry \ i i'xandmi
Futures & Options

Execution crsly

frc. p\ n <’*>',•* i
.*»

SECURITIES AND FUTURES LIMITED
VeaHooK H5 Ljndoa DauK\

TEL- 01 71 41 7 9720
|
FAX 0171 4 17-9715

.. S32 Tv

KWGHT-RIDDER’S FUTURES MARKET DATAXTT FROM 5570
O 4feafmg(jm«UtfKBBEa*-iM>iy«ubMte O npHHOafaBWinWiH
O (RF (teasAnte MaBqtapaMti
OBBnfimiBtnat'UVraamttMHfenoi O niMMftOvMtMteal
flmjvaate Mhe
MowmBiicBs Matter IfeM. 78 Rwl Stmt LtetegjT1Ht'tet«44m 171 eg—3

i WANTTOKNOWA SECRET? g
The LD.S. Gann Seminar will show you how the markets REALLY
work. Theamazing trading techniquesofthe legendaryWJ>. Ganncan
increase your profits and contain your losses. How? That's the secret

Book your FREE place. Phone 0171 588 5858.

Chemical Bank, London
Trinity Towers

9 Thomas More Street

London El 9YT
Attn: John Biyan/5th Floor

Basque Bruxelles Lambert S.A.
Avenue Mamlx 24

1000 Brussels, Belgium

Basque Paribas Luxembourg
fOe, Boulevard Royal
L-2Q93 Luxembourg

Bank Leu, Ltd.

P.O. Box 8022
Zurich, Switzerland

IMPORTANIfACTQRSJO BE.CQNSIPEKEP
ONMAY 16, 1996,THE CLOSINGPRICEOFTHECOMMONSTOCK

ON THE NEW YORK STOCK EXCHANGE COMPOSITE TAPE WAS
$76.50 PER SHARK BASED UPONCURRENT MARKET PRICES. THE
MARKET VALUE OF THE COMPANY’S COMMON STOCK (AND
CASH FOR ANY FRACTIONAL SHARE) INTO WHICHTHE DEBEN-
TURES ARE CONVERTIBLE IS GREATERTHAN THE REDEMPTION
PRICE OF THE DEBENTURES. HOLDERS OF DEBENTURES ARE
URGED to OBTAIN CURRENT MARKET QUOTATIONS FOR THE
COMMON STOCK. THE DEADLINE FOR CONVERSION OF DEBEN-
TURES IS THE CLOSE OF BUSINESSON THE REDEMPTION DATE.

& Co.

Br. Chemical Bank
Trustee

Dated: May 22, 1996

*Na irpresentotion is made as totht accuracy cfthe BIN, either as printed

on the Debenture or as contained bt Ms Notice ofRedemption

MARGINED CURRENCY DEALING
CALL TOLL-FREE
Amnia DEED 7480 Wgium 0800 71SSS

Dcnmaifc ROT (H30 firfaid nan 4?tJW15

France OSSO 6446 Greta00000«t290l6

ktBnJI 8C0555D1B Hair 1078 7U575

None? KOI 1181 hrtugll 0505483561

Spain 900394914 Seeder CCOT9 Tttl

Swttslanf 155 3548

Ofl CALL DIRECT

FkxfcJe managed accounts

l LimHcd liability guaranteed

I
Lowest martjin deposits

(29b-S%)

Trt;M9i«301 87D

Fu: (48140 331 S5I

SPREAD RETTING ON OVER EIGHTY MARKETS
We neopm b ox-far fawal aodoniuqral

|

bcamt* Horn 7-Xtsu - «. 15pm. We *r flt*r B> opes
IhiwitaclCimrtB 4|

TdamhgrWN Cm hrucliare nd ippBmfap

famed 4171 2SJ3UT, 'Sotnca Btabw.

CITY INDEX

Margined FOREX
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Taking stock of this

year’s investor relations

success stories

at the —
1996 UK Investor Relations Magazine Awards

in association with the FINANCIAL TIMES

Wednesday 26 June 1996, The London Hilton on Park Lane

Investor Relations magazine has commissioned an independent in-depth

survey of fund managers and analysts to rank this year’s top performing

investor relations departments across a wide array of key 1R disciplines.

The results of this research are not revealed until the night of the awards
presentation. Winners are called up on stage to receive awards and

congratulations from their fellow IR professionals and advisers during a

black-tie dinner at one of London’s most prestigious venues.

To find out if you are among them make sure that you
reserve your ticket now by calling

Rebekah Bawcutt on (444) 171 637 3579

i nwstor
relations in association with

FT
FINANCIALTIMES

Sponsored by: BT ‘f decoVtj erencmg Services . Bh?7h)v; Ltd.. BursonTviarsrctW, College
• Hill

DaromcTeicamfenmanz. hodman Financial, FINANCIAL TIMES. Investor Relations

SecL-re Lloyds Bank Ke&rrars, London Stock Exchange, Shandivick Consultants

/

The Bank of New York, The Manifest Voting Agency.. The Royal Bank of Scotland
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With dazzling timingMikTLel^l
Secrets And Lies
Jets from Cannes to
Britain this week,

pausing only at customs to declareye Golden Palm, one International
Cntocs Prize and one Best Actress
award. A playwright-filmmaker
often thought British to a fault hasnow been pronounced British to a
virtue. Foreigners have gone mad
for a comedy in which everyone is a
foreitgiwr (to each other) and where
Anglo-Saxon dysfunctionalism finds
its master artist
Leigh has sneaked a human uni-

versality, an esperanto of beatific
bewilderment, into his plot about a
white working-class unmarried
mother (Brenda Blethya) who
learns that the baby girl she surren-
dered for adoption years before is
now successful, middle-income -
and black.

This human earthquake is sur-
rounded by affiliated tremors. Since
we are in a Mike Leigh film the
entire extended family demands
screen time. Fainted In shades of
farcical despair, they are Cynthia’s
grumpy second daughter (Claire
Rushbrook, white) who roadsweeps
for the council, Cynthia's semi-es-

tranged brother who is a wedding
and portrait photographer (Timothy
Spall) and his wife (Phyllis Logan),
whose taste for social climbing is

turning Bermondsey Into a subur-
ban Annapurna.
While Spall and Logan try to bet-

ter themselves — gilt fittings or fanx
marble in every bathroom - Ble-
•fliyn's boose is a dingy hermit's
hovel decorated in Early Pinter. It
is also riven with paranoia. Every
mother-daughter conversation is a
row. Every potential son-in-law is

pronounced weird (“Shifty Woke.
Walks like a crab”). And every tele-

phone call from a stranger threat-

ens disaster. When black Hortense
(Marianne Jean-Baptiste) not only
calls but calls in - amicably waving
the adoption papers - Cynthia goes
into crisis.

No wonder Brenda Blethyn won
the Best Actress award. God
designed her face for a Mike Leigh
film. The incandescent hazel eyes
are made for hysteria, the month is

an intense and quivery slit, and she
does much of.her acting with the
expressive ski-line between centre
nose and upper lip.

Not that “acting” suffices as a
description. Blethyn simmers, snif-

fles and boils over, helped by what
seems a permanent head cold.
Going Into tearful overdrive at each
opportunity, she squeaks out her
arias of incomprehension. “Oh no,
darlin’,” she protests to Hortense
and the waved paperwork, “that’s

someone ’avin’ a joke, that IsT
Conspiracy is all around. Rox-

anne's face is sewn into a distrust-

fill scowl. Logan blames her child-

lessness on God, the cosmos and the
poor decorating taste of the neigh-

bours. And even the bearded Spall,

resembling a mild-mannered hedge-
hog. sees the workings of persecu-

tion or picturesque TnicViqp
in his daily photographic work. The
married couple Who bicker just

befarenomposing their fecra for the

say-cbeese smile; or the disfigured

beauty consultant anxiously turn-

ing her intact profile to the lens.
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Esperanto of beatific bewilderment: Timothy Spall and Brenda Blethyn in Mike Leigh's award-winning ‘Secrets and Lies’

Cinema/Nigel Andrews

Master of dysfunctionalism
The film is troubled by a few

twinges of Great Statement Syn-
drome. The two characters who
“see through” the lies and secrets

need not have had quite such sym-
bolic jobs: he a photographer, she
an optometrist And at the climactic
family party the themes awd ten-

sions are bullied into an over-hasty

resolution, complete with a here-

comes-the-message speech about
failed family communication by
SpalL But by then we are in love
with the characters and with what-
ever they do. And who win com-
plain about a film that seems too

hasty at two hours and 20 minutes?

Primal Fear also files by. Indeed the
stewardesses have scarcely had
time to serve drinks before we are

entering first turbulence; the mur-
der of a Chicago archbishop by (it

seems) an altar boy. Minutes later

we are in high bine heaven with the

first of a dozen courtroom scenes.

And before we have had enough of

that, the key witness is signalling

climax time by physically attacking

the key lawyer right there in front

of Judge Attre Woodward.
This is one of those trials where

Mind, or in this case MTady, raps

“Counsel will approach the bench”

SECRETS AND LIES
Mike Leigh

~~
PRIMAL FEAR
Gregory Hoblit

ANGUS
Patrick Read Johnson

MUPPET TREASURE
ISLAND

Brian Henson

UNE FEMME
™

francaise
Regis Wargnier

so often that it might be best to
install a travelator. Defence lawyer
Richard Gere is a wheeler-dealer
developing a conscience, so he uses

every trick to spring his client

(Edward Norton) to freedom. We
cannot give away the denouement
except to say that the works of RJ3.

Lalng might be a due. But we can
say that the film purrs along like

Concorde, as directed by Gregory
Hoblit and written with many a

legal world bon mot by Steve Sha-

gan and Ann Biderman from Wil-

liam Diehl's novel.

*
For younger viewers, Angus and
Muppet .Treasure Island both have
charms. The first is a comedy about
a kilogrammatically challenged
high school boy (Charlie Talbert)

whose corpulence causes girls to

shun and bullies to victimise him
Can he triumph on the football

field? Can he then go the school

prom with the nymph of his
dreams?
This being Hollywood, the

answers are predictable. But the
questions are agreeably put and
newcomer Talbert is joined by
Kathy Bates and George C. Scott,

leaving no scenery unchewed as Ma
and Grandpa.
Kermit is Captain Smollett, Miss

Piggy is Bertfamina Gunn and Tim
Curry is Long John Silver in Mup-
pet Treasure Island. The gold takes

a while coming in this fitful romp,
which earned the loudest press
show giggle for the credit “based on
the novel by Robert Louis Steven-

son”. RLS can scarcely have envis-

aged a Hispaniola captained by a
frog and crewed by species-defying

glove puppets. It passes pleasantly.

A t Glyndeboume. the
revival of Trevor Nunn's
1991 production of Cosi/cm

tutte lacks lustre. Maria

Bjornson's elaborate cruise-liner

settings look good on the larger

new stage and the accomplished
sextet of principals are an attractive

crew; but the best things remain
unmoored to any wider dramatic

action - or to any longer musical

span. I blame Franz Welser-Mdst

A test of any Cost conductor is its

pair of scene-tong finales, especially

that of Act L Each of them is a

marvel of accumulative impetus

and invention, contriving to forge a

string of contrasted numbers into a

continuous, almost “symphonic"
rfwin in Welser-MQst’s hands there

was no perceptible chain at all -

just one number after another,

often separated by long pauses (he

Qpera/David Murray

Cosi comes a cropper
favoured dank pauses among the

recitatives, too). The great Act 1

finale lost most; dragged out and
broken up like this, uo amount of

comic visual- business could keep it

alive.

Most of the ensemble set-pieces

were well polished, to the point of

suppressing individual character,

but in the rest of the score there

were continual lapses of rapport

between Welser-Mbst and his sing-

ers. The romantic sisters survived

best; the young Norwegian soprano

Solveig Kringelbom’s bright, full-

voiced FionUligi rose to a com-
manding "Per pieta”, and the Amer-

ican Susan Graham's tall, nervy
Dorabella - not the usual cuddly

flibbertigibbet at all - was always
interesting. Their own dramatic
rapport developed charmingly.

Not so with their swains. John
Mark Ainsley's hyper-chaste Fer-

rando and Simon Keenlyside's
promising but oddly backward Gug-
liehno, whose bitter eruption in the
“wedding" quartet would have gone
unnoticed without the supertitles to

tell us what he was saying. In

“Albanian” guise their quaint east-

Meditemmean hats, sunglasses and
mustachios made them blank ste-

reotypes. stripped of any subtler

comic potential - as far as Michael
McCarthy's revival of Nunn's pro-

duction took them, at any rate.

Ainsley’s justly admired voice
began to fade early; too many
engagements, perhaps? By “Tradito,

scbernito", Ferrando's pent-up
explosion of betrayal and disillu-

sion, he was emitting a faint blood-

less line over Welser-MOst's slow,

creaky accompaniment (The LPO
strings were very uncomfortable at

that tempo.) For the cynical philoso-

pher Don Alfonso, Jake Gardner's

tight, middle-weight baritone
needed more bass substance to

ground the ensembles properly.

Lillian Watson has been repeating

her shrewd, sprightly Despina for

many years now. Its fetching gloss

seems to have dulled into routine;

worse when she masquerades as the

Notary who “marries" the wrong
lovers. In context Mozart’s music
for “his" brief appearance is quir-

kily inspired, from the poignant
harmonies that unexpectedly colour
his first lines to his sublimely mind-
less legal repetitions later, which
drive the orchestra to finger-drum-

ming and then to evasive fantasies.

That is a little miracle of character!-

satton, and it was horrid to hear the
Notary's part in it sung deliberately

off-pitch for raw comic effect

Revival sponsored by Associated
Newspapers; in repertory until July

9 (performances after mid-June
conducted by David Parry).

Theatre/Sarah Hei

Anyone who saw Sarah
Kane's Blasted at the
Royal Court last year will
not approach Phaedra's

Love, her new version of the Phae-
dra-Hippolytus myth, expecting
poetry, subtlety and restraint.

(Blasted was the atrocity-packed
play that drove detractors to decry
it as “filth" and supporters to com-
pare it with Bond's Sawed). And
Kane certainly^ does not disappoint
expectations. This time her visceral

drama ends in a bloodbath involv-

ing rape and castration, with bleed-
ing body parts being chucked over
the audience's heads, while the
themes that preoccupied her in
Blasted - the violence, hypocrisy
and apathy of the modem age -

come seething back, strapped on to

the classic myth.
Kane takes the bare bones of the

tragedy and with just a glance at

Seneca and Euripides, recasts it as

a desolate, grim, yet paradoxically
entertaining tale for the lato-20th

century. Phaedra's illicit love for

her chaste stepson Hippolytus is

enacted in a modem - though non-
specific - royal family. Here Phae-
dra and Hippolytus need no help
from fate or the gods to be doomed:
their tragic mismatch is just a fore-

gone conclusion in a morally bank-
rupt, voyeuristic world where the
monarchy is merely a ludicrous
repository for left-over notions of
national glory.

Within minutes of the lights

going down. Phaedra is confessing

her dangerous lust to her uptight
daughter. Gone is her moral strug-

gle; the only restraint on her is the

possibility of public humiliation.
Hippolytus, meanwhile, for from
being an athletic hunter, is a first-

class slob, who lies about in bis

room all day, slumped in front of

The 'Phaedra'
myth updated

right up to the ptece de resistance-, a
Hermit-Piggy love duet snug with
both creatures hanging upside
down over a cliff for reasons we
cannot pause here to explain.

The Muppets might have saved -

no one seems able to - the risibly

novelettish One Femme Fnmfaise.
Kermit in a kepi would have been
admirable as the distraught hus-
band, here essayed by Daniel
Auteuil, whose beautiful man-hun-
gry wife EmmanueUe Bdart (or in

our fantasies Miss Piggy) betrays

him every time he goes off to war.

And does he go off to war. The
second world war, Indochina, Mid
die East, Algeria. The poor wum has
scarcely re-polished bis buttons
before La Beart is out of the door in

violent lipstick and red slit dresses.

She hails passing males as other

people hail taxis. The only differ-

ence is that she bores them with bar
life story and obsessions.

It all ends in rage, tears and vio-

lent mid-Atlantic subtitles. Writer-

director Regs Wargnier’s previous
film Indochine was notably trite.

But here there is not even the scen-

ery and Catherine Deneuve: just

two people battling for control in a
marriage that should have been dis-

solved in scene one.

the television, eating Junk food,

masturbating and wiping his nose
on his socks. Scarcely the model of
chastity either, be orders in women
as if they were pizzas and his sex
drive has warped into another
extension of his self-loathing: as he
allows hhwBftif to be ministered to,

he adopts the same air of detached
boredom as he does when playing
with his remote control car.

With Phaedra’s moral dimension
reduced, Hippolytus becomes the

focus of the play, his nihilism and
cynicism portrayed as a logical

response to a world that he per-

ceives as meaningless and hypocrit-

ical. He lets his step-mother have
sex with him, then, following on her
desperate suicide, allows himself to

be accused of rape and finally tom
apart by a bloodthirsty crowd.

It is not a reading that anyone
could accuse of subtlety, but it is

delivered with great punch and
laced with black humour: “If only
there hwd been more moments like

this”, gurgles Hippolytus through a

mouthful of blood, as he watches
the vultures circle over his broken
body. There is an energy, a level of

self-parody about the writing that

reminds you of Jacobean tragedy,

splendid in its excessive response to

dally corruption. Kane also directs;

in an open-plan auditorium, the act-

ors are scattered around the audi-

ence which gives the whole evening

a feeling of immediacy.
The cast is enjoyably intense: Phi-

lippa Wflhams as a possessed Phae-

dra would have her eyes on stalks if

it were physically possible, while

Cas Harkins's Hippolytus portrays

all the absurd attraction of

unwashed, bad-tempered youth.

At the Gate Theatre, London W.ll
until June 15 (0171-229 5387).

Ballet/Clement Crisp

Bintley's 'Burana'

C
armine Burana starts

with the blasting clamour
of “0 fortuna", and my
heart sinks. It is going to

be a long haul as the four-square

rhythms and relentless naiveties of

Orff’s bombastic scare bang around
us. For reasons which I find it hard
to fathom, the score has attracted

several choreographers. The imag-

ery of its medieval verses - lust;

drink; remorse; spring-time - may
have interest; the motor-force of the
music has the subtlety of a land-

slide. It is curious that Orff believed

in a unity between music and move-
ment for educational purposes.
With Comma Burana. it sounds as
if the movement was marching

, and
the education no more than drill in

a kindergarten.

For his Birmingham Royal Ballet,

David Bintley made a staging of
Carmma Burana last autumn, and
this was the chief piece in Tues-

day’s opening of the company's
Covent Garden season. T reported

with some reserve about the first

performance; renewed acquaintance
does not make matters any happier.

Faced with this stretch of musical
concrete, Bintley lias polled out
every stop to give an air of dynamic
excitement - and to judge by public

response, he has succeeded. He has
turned it into a modem morality,

and played every trick he decently
«in from the dance-hall trick and
the chair trick to pregnant girls,

wide-boys and gangsters, young
love, old love, rage, gluttony, men
in drag, a line of laundry, «md Mich-

ael O'Hare giving us oodles of
charm. But such display cannot dis-

guise the emptiness and superficial-

ity of the ballet I find it lifeless.

Philip Prowse, masterly designer,

has pulled out even more tricks in a

brave attempt to make matters
seem lighter than they are, and his

decorations are brilliant (He knows
- as do too few designers today -

that the stage is a box to be filled

with magic.) The BRB dancers rush
about with the best will in the
world, but Orff's Nuremberg rally of

a score regiments and dogs their

every step. Bintley has done what
he has had to do with skill, but it is

an unequal contest with this

orchestral brute. Under Peter Ernst
Lassen, the Royal Ballet Sinfonia,

the Royal Opera chorus, Judith
Howarth, Martyn Hill and Anthony
Michaels-Moore gave what the
score's admirers would find a
strong reading.

There had, happily, been music to

start the evening. The Glazunov
pieces that make up Birthday Offer-

ing is score have the lilt and grace of

true musique dansante. Ashton
loved their felicity, their delicious

imaginative variety, and made this

dazzling series of portrait solos to

depict the Royal Ballet’s galaxy of

ballerinas in 1956. (Seven ballerinas;

count them, and wonder what has
gone wrong after 40 years!) Idle to

suppose that BRB can field artists

to make us forget Fonteyn and her
colleagues, but things might look a

bit jollier if Peter Farmer had not
decided to set the ballet on a late

February afternoon near a cremato-
rium. Gloom is alL BRB’s young
ladies are earnest and well izxten-

tioned, but only Sandra Madgwick
catches the buoyant wit of Nadia
Nerina’s variation, with Dorcas
Walters also pleasing because she
so enjoys showing us Rowena Jack-
son's quick-spirited variation. The
men took rather sober-sided, as if

they have not yet got over the loss

of a loved one.

International

BERLIN
. CONCERT

.. .
-Konzerthaus Tel: 49^£03Q90

Solomon: by Handel.

by the Rundfonk-Sinfonreorchester

Berfin and the Rundfunkchor Beriin.

conducted by Robin

. mdude sopranos Cteron McFadden

and Catherine Denley; 8pm; May 24

DANCE
Deutsche Oper Berlin

Tel: 49-30-3438401

• Undine: a choreograpbyby

r .
Neumefer/Ashton. ** the

i BaflertDeutsche Oper Berim.

Soloists include *!r^U*a
'Caftan. Victor Alvarez:

7pm. May

724,27
.h OPERA j
%Staatsoper unter den linden

Tea: 49-30-2082861 Strauss• Der Rosenkavalter by R- Strauss-

Conducted by Donald C.iS&rs
-Asttey Putnam. Gunter wnKannan

‘ andHans Joachim Ketefef0-

• 6.30pm; May 24, 27 (6pm)

THEA7W5
Deutsches Theater und

Kammerspfele Tel: 49-30-2824238

• Uncle Vanya: by Chekhov (in

German). Directed by Thomas
Langhoff and performed by the

Deutsches Theater. The cast

includes Grube-Derster, Keller.

Krumbiegel and SchaJI; 7.30pm; May
25

COPENHAGEN
JAZZ & BLUES
Copenhagen JazzHouse
Tel: 45-33 15 26 00
• James Moody, performance by

the tenor saxophonist, accompanied

by The Bent Jaedtg Quartet

9.30pm: May 25

DETROIT
exhibition
The Detroit Institute of Arts

Tel: 1-313-833-7963

• Surrealist Vision and Technique:

Drawings and Collages from the

Pompidou Center and the Picasso

Museum. Paris: this exhibition

Includes collages, automatic

drawings. “decaiomania*\ and

collective drawings by artists

associated with surrealism in Paris

during the 1920s and 1930s such as

Max Ernst, Man Ray. Andr6 Masson,

Pablo Picasso and Salvador Dali; to

Jui 7

DRESDEN
OPERA _
Sachstsche Staatsopwr Dresden

Tel: 49-351-49110

• Nabucco: by Verdi. Conducted

bv John Fiore and performed by the

sLhsscbe Staatsoper Dresden.

Soloists include Hans-Joachim

Keteisen, Tom Martinson, Damlo

Rigosa and Soja SmoJjaninova; 7pm;
May 26

EDINBURGH
OPERA
Edinburgh Festival Theatre
Te); 44-131-5296000
• Amadigi: by Handel. Conducted
by Laurence Cummings and
performed by the Opera Theatre
Baroque Orchestra. Soloists include

Jonathan Peter Kenny, Majella

Cullagh, Anne O’Byrne and Buddug
Verona James; 7.15pm: May 25

GENEVA
CONCERT
Victoria Hall Tel: 41-22-3283573
• Orchestra de la Suisse Romande:
with conductor GOnther Herbig.

oboist Roland Perrenoud and
clarinettist Michel Westphal perform
works by Mozart and Shostakovich;
8.3Opm; May 24

LONDON
CONCERT
Wigmore HaO Tel: 44-171-9352141
• Nelson Goemec the pianist

performs works by Bartdk.

Beethoven and Chopin; 7.30pm;
May 25
DANCE
Queen Elizabeth HaU
Tel: 44-171-9604242
• Trisha Brown Company;
performance by this dance company
led by New York's Trisha Brown.
The programme includes Brown's
latest work MO set to J.S. Bach's
Musical Offering, with costumes by
French designer trie, and her piece

Set and Reset with a Laurie

Anderson score and multi-media

designs by Robert Rauschenberg;
7.45pm; May 24, 25
Royal Opera House - Covent
Garden Tel: 44-171-2129234
• Far from the Madding Crowd: a
choreography by David Bintley to

music by Paul Reade, performed by
the Birmingham Royal BaRet.

Soloists include Monica Zamora,
David Justin and Yuri Zhukov; 2pm
& 7pm; May 25
EXHIBITION
British Museum
Tel: 44-171-6361555
• David Le Marehand (1674-1726) -

An Ingenious Man for Carving in

Ivory: exhibition of works by this

French-bom artist who settled In

Edinburgh in 1896; from May 24 to

Sep 15
THEATRE
Barbican Theatre
Tel: 44-171-6388891
• The Taming of the Shrew: by
Shakespeare. Directed by Gale
Edwards and performed by the

Royal Shakespeare Company. The
cast includes Josie Lawrence;

7.15pm; May 24. 25 (also 2pm), 27,

28

LYON
OPERA
Opera de Lyon Tel: 33-72 00 45 00
• Carmen: by Bizet Conducted by
Kent Nagano and performed by the

Opera de Lyon. Soloists include

Doris Lamprecht, H6l6ne Perraguin,

Daniel Galvez-VaJlejo and Noreh
Amseilem; 8pm; May 24, 25

MADRID
CONCERT
Autfrtorfo Nactonai de Mftstea

Tel: 34-1-3370100

• Orquesta Nacional de Espafta;

with conductor Manuel GaJdul,

violinist F6Jix Ayo and cellist Uuis
Claret perform works by Brahms
and Beethoven; 7.30pm; May 24,

25, 26 (11.30am)

NEW YORK
^

EXHIBITION
Guggenheim Museum Soho
Tel: 1-212-423-3840
• Insight African photographers,
1940 to the present exhibition,

including more that 130 works by
28 artists, exploring the
achievements of photographers from
Africa In the years that marked the
emergence of independent African

states; from May 24 to Sep 29
Whitney Museum of American Art
Tel: 1-212-570-3600
• Ktenhote A Retrospective: this

exhibition presents the full range of

Kienhotz’ own work and Ns 20 years

of collaboration with his wife and
parkier, Nancy Redcfin Kienhotz; to

Jui 2

PARIS
EXHIBITION
Mus6e dee Arts Ddcoratifs
Tet 33-1 44 55 57 50
• Les Dubuffet de Dubuffet:
exhibition of works by Jean Dubuffet
from the collection of tee artist

himself; to Jun 30

ROME
CONCERT
Accadentia Naztanafe di Santa
CecSa Tel: 39-6-3611064
• Radu Uipu: the pianist performs
Beethoven’s Sonata fn C minor,
Op.lO, No.l

, Sonata in F major.

Op.10, No.2 and Sonata in C major,

Op.lO, No.3, and Schubert's Sonata
in A minor, Op.42, D845; 8.45pm;
May 24

SAN FRANCISCO
EXHIBITION
M-H. De Young Memorial Museum
Tel: 1-415-750-3600

• Faberg6 in America: touring

exhibition comprising approximately
400 objects created by the

workshop of the Russian jeweller

and erttmpeneur Peter Carl Fabergi
(1846-1920). drawn from American
collections: from May 25 to Jui 28

VIENNA
CONCERT
Konzerthaus Tel: 43-1-7121211
• Tokyo Symphony Orchestra: with

conductor Naoto Ohtomo and
pianist Markus Schirmer perform
works by Takemitsu. Ravel,
Nishimura and R. Strauss; 7.30pm;
May 24

WASHINGTON
CONCERT
Concert HaV Tel: 1-202-467 4600
• The Kennedy Center Opera
House Orchestra: with conductor
Heinz Fricke perform Haydn's
Symphony No.45 and Mozart's

Concerto for Rule and Harp, and
the overture to La Clemenza di Tito;

7.30pm; May 24

Listing compiled and supplied by
ArtBasa The International Arts

Database, Amsterdam, The

Netherlands. Copyright 1996. AH
rights reserved Tel: 3120 664 6441

WORLD SERVICE
BBC for Europe can be
received in western Europe
on medium wave 648 kHZ
(463m)

EUROPEAN CABLE
AND SATELLITE
BUSINESS TV
(Central European Time)

MONDAY TO FRIDAY

NBC/Super Channel:

07.00
FT Business Morning

10.00
European Money Wheel
Nonstop Rve coverage until

15.00 of European
business and tee financial

markets

17.30
Financial Times Business
Tonight

CNBC:

09.00
Squawk Box

10.00
European Money Wheel

18.00
Financial Times Business
Tonight
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One of the most influential

economic tracts penned in

modem times was by two
Oxford economists, Robert
Bacon and Walter Eltis. enti-
tled Britain’s Economic Prob-

lem. This was based on three
articles in the Sunday Times
published in 1975 on the eve of

the IMF crisis when UK infla-

tion had reached 25 per cent
public sector borrowing was
10 per cent of gross domestic
product and public expendi-
ture was 48 per cent of GDP.
Their thesis was that the

state sector was expanding at

a rate which was strangling

the creation of real wealth.

The headline idea was not
new. The novelty introduced
by the authors was the empha-
sis on the decline in the num-
ber of people in the productive

sector, whose efforts were
required to finance the public-

sector leviathan-

I have to admit that I did

not jump on board the Bacon-

Eltis bandwagon despite its

anti-statist bias. When first

launched under the title “Too
Few Producers", the original

articles were too reminiscent

of Tony Benn’s de-industriali-

sation thesis, which mistak-
enly identified the fortunes of

the whole economy with that

of a chosen key sector, in his

case manufacturing.

By the time the Bacon-Eltis

thesis appeared in book form,

the authors had moved
towards a more defensible

demarcation between a mar-
ket sector, comprising any
activity which produced some-
thing that was sold, whether
at home or abroad, and a col-

lective sector which did not

sell its services but was
financed by the taxpayer. The
latter was dependent for its

support on the surplus which
could be extracted from the

market sector.

There was a further element
that provoked misgivings.
Other things being equal -

which, of course, they are not
- I have always preferred pri-

vate or voluntary provision to

the collective variety’. But this

is a matter of political philoso-

phy. If most citizens have a
preference at the margin for

Economic Viewpoint • Samuel Brittan
BOOK REVIEW - Max Wilkinson

IN THE BLOOD: God, Genes and Destiny

Bv Steve Jones (HarperCollins, 300pp. £20)

Spending trap always there Evolutionary echoes
Tf tVin Mnnnfnnl.+ nntnnn fnr i/lrrot llofimtc OT1H flip rvrnnncpH Fiirnnpfln sfahilitv »
If the Maastricht criteria for budget deficits and the proposed European stability

pact did not exist, something similar would have to be invented

collective provision. 1 doubted
there was an Iron law of eco-

nomics preventing them fol-

lowing their Inclinations.

Nowadays, the Bacon-Eltis

view of the world is pretty

well accepted in general
terms. Gordon Brown's trou-

bles with some of his col-

leagues in the Labour party

come from the shadow chan-

cellor's conviction that it

would be disastrous for

Labour to be seen as the party

of higher spending and taxes.

The plight of so many conti-

nental countries that are wres-

tling with low growth and
public-sector deficits is widely

traced to their following the

path of high coDective spend-
ing. International bodies, such
as the IMF, praise countries,

whether the US, the UK or

emerging economies, that
have kept public spending
ratios at well below the 50 per
cent of GDP that is typical of

much of Europe.

Bacon and Eltis have reis-

sued their book with a retro-

spective analysis (published
by Macmillan under the title

Britain 's Economic Problem
Rei'isited). They now produce
a more precise version of their

theory- They see three stages

in the destabilising influence

of a growing state sector.

First, a fraction of the tax

increases imposed to pay for

that growth will be passed on
in higher labour costs. Second,

these higher costs will in turn

reduce market-sector employ-

ment. Third, taxation is

pushed up yet further because

people displaced from the mar-

ket sector will be an added

burden on state finances.

They identify three propen-

sities which together deter-

mine whether the process they

identify will be explosive or

not The first is the elasticity

of the cost of labour with

respect to taxation. The sec-

ond is the responsiveness of

market-sector employment to

the cost of labour. The third is

the extent to which tax rates

rise as market-sector employ-

ment declines.

They have come to the reas-

suring conclusion that these

combined propensities are no
longer explosive in the UK.
They believe that the propor-

tion of a tax increase which
can be passed on in higher pay
has declined from 0.6 some 20

years ago to 0.3 today.

This is largely due to the

weakening of union power
under the Thatcher govern-

ment. In other words, there

has been a reduction in the

power of unions to insist on
preserving post-tax real
wages, come what may. They
do not see much change in the

responsiveness of market-
sector employment to the cost

of labour.

Most crucial of all has been

the change in the third pro-

Ratio of total government outlays to GDP

70
Sweden

Source: Bacon and Etta. Based on OECO

pensity: the authors estimate

that 20 years ago the cost of

employing a displaced private-

sector worker in the public

sector was about 1.3 times his

original income. Today, there

is no such obligation and the

relevant ratio is that of the

dole to the original income,

typically 0.4.

The authors use this intel-

lectual apparatus to explain

the recent explosion of the

Swedish welfare state, vividly

illustrated in the accompany-
ing chart. They cite the epi-

sode as a solemn warning
against the British forgetting

the lessons of the past and
allowing state spending to

creep up again.

At an International level,

the alarm about rising public

spending is. if anything,
greater now than 20 years ago.

The IMF World Economic Out-

look has what, by the stan-

dards Of that organisation, is a
chapter of purple prose on the

dangers of rising deficits and
debt. It has a chart showing
the budget balance in selected

industrial countries now hov-

ering around 5 per cent of

GDP. a level previously only
seen during major wars and in

the Great Depression.

The IMF fears these percent-

ages will grow even higher
because of the looming deficits

in social security budgets as

the population ages. The fund
estimates the “contribution
gap" required to put social

security funds on a sustain-

able basis in the next century.

This is put at only 0.1 per cent

for the UK. but 3.3 per cent for

France and Germany. Trans-
lated into personal tax rates,

the implied increase is seven
percentage points or more in

those two countries.

The moral seems to be that

if the Maastricht criteria for

monetary union and the pro-

posed European stability pact

did not exist they would have
to be invented.

Do recent developments
mark, then, a final triumph
for the Bacon and Eltis thesis?

At the risk of seeming mean-
minded. l must say “not
quite”. For the danger of ris-

ing public spending, seen for

instance in the IMF analysis,

comes not from a growing
non-market public sector but

from rising transfer burdens

from one group of citizens to
another to pay for the welfare

state. In other words, we are

hack with the age-old but
valid general warning about
the dangers of soaring public

spending and tax ratios.

indeed, the main limit on
market-sector employment has

been demand rather than any
squeeze from the state sector.

So the structural side of the

thesis, which helped to build a

left-right coalition in its sup-

port, has not worn as well as

more conventional warnings.
There is a more detailed

point, both of theory and of

employment policy. By far the

biggest change in the UK pro-

pensities arises from the
authors' assumption that Brit-

ish governments have aban-
doned their role of employer of

last resort
;

In principle, there Is nothing
;

inherently wrong about the i

idea of employing collectively

workers who would otherwise

have been on the dole. It is

surely better that they should
produce something instead of

nothing. What has. however,
been convincingly demon-
strated - above all in the
Swedish case - is that such
employer-of-last-resort policies

do in practice have a cost for

the rest of the population
already employed.

Exactly why would require

a separate investigation. It

may be that people get sucked
into state employment when
-if left alone - they would
eventually have found a niche

in the market sector. It may
be too that the cost of invest-

ment and materials for this

last resort employment is a

drain on the economy dispro-

portionate to the output pro-

duced by those who would
otherwise be on the dole.

I am sorry to end with the

cliche that special employ-
ment measures need to be bet-

ter designed, more imagina-
tive and more cost-effective

than they have been in most
countries in the past But I

cannot see any escape.

in an empty cavern
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more than a

Eli J century after

his death, few
people can take it neat. Darwin
himself disdained to water
down the theory- but he tried

hard to make it palatable by
including much that was com-
fortingly familiar for example
the subtle effects of pigeon-
breeding and the astonishing

variety of dogs that came out
of wolves. He tried to make
evolution sound like common
sense and to minimise conflicts

with the pieties of his day.
Yet the message remains -

as Darwin well knew - stark

and uncompromising. Mother
Nature fashioned tigers in

every lineament of beauty to
be efficient killers. She con-
demns the impala to be torn to

pieces, the defeated stag to die

in agony. She permits the larva

of the parasitic wasp to eat its

host, a caterpillar, from inside,

keeping the victim aiive so
that its meaJ stays fresh.

And Mother Nature fash-

ioned the Aids virus, a disem-
bodied section of genetic code
designed only ro corrupt useful

cells and destroy its victims in

a mindless orgy of reproduc-
tion; it kills slowly and selec-

tively, so there will be plenty
of humans left to pass an. dur-

ing acts of love, the DNA of

internal sabotage.

Can Mother Nature really be
so cruel? Despite overwhelm-
ing scientific evidence for Dar-

win's theory, educated people

still wonder whether the mira-
cle of modern man could possi-

bly have emerged from random
genetic changes and the
destruction of the unfit. Such
doubts, and a renewed interest

in the advances of modem Dar-
winism. have prompted a cas-

cade of popular books.

To mask the astringency of
evolution's message, some
authors have used grand meta-
phors (Richard Dawkins's
River Out Of Eden and Clim-

bing Mount Improbable. Matt
Ridley's The Red Queen, for

example). Others such as
Robin Dunbar have applied the

theory to that fascinating topic

ofhow talking apes manipulate

each other. But even this topic

is uncomfortable, for modem
Darwinism undermines some

central assumptions of Chris-

tian morality. In The Moral

Animal Robert Wright cleverly

diluted this theme with an

account of Charles Darwin's

own life and moral dilemmas.

In the latest offering, Steve

Jones, professor of genetics at

London University, has tried a

thoroughly modern solution.

His book, timed to coincide

with a BBC2 series, appears

based on the theory that homo
sapiens has evolved an atten-

tion span so bird-like that it

must constantly be refreshed

with a new image or amazing

factoid. So Jones's account of

the make-up and distribution

of human genes is frequently

interrupted by frames from his-

tory and biblical analogies.

His attempts to link the

story of genes to big words
understood by arts graduates

is entertaining in a "Well, why
not?” sort of way, but also irri-

tating. So “Armageddon'' turns

out to be the disastrous con-

junction of recessive genes
inherited by both parents from

a remote ancestor. Sex and
taxes are the same because the

one redistributes wealth, the

other genes. But Jones is not a

historian and has nothing
interesting to say about the

distribution of wealth.

So his sonorous sound bites,

such as “The battle between
capitalism and socialism is. as

a result, essentially an argu-

ment about sex” become ech-

oes in an empty cavern.

On his own subject. Profes-

sor Jones is more interesting

and often entertaining: for

example on genetic evidence
related to the lost tribes of

Israel and the genetic basis of

diseases. One of his strongest

themes is the closeness with
which we are all related.

Almost everybody in the west-

ern world is descended from
Nero - and others alive in his

time. As he says: “Everybody
is related to everybody else.”

Jews. Gentiles, blacks, whites,

Chinese. Slavs, all have far. far

more genes in common than

the few that distinguish them.

So why do they fight?

To understand this, one may
go back 20 years to a seminal

book by Richard Dawkins. In

The Selfish Gene, he describes

the grand battles fought

between the genes that inhabit

every living cell. Their func-

tion is to tell the cell how to

reproduce itself and, when an
egg is fertilised, how to pro-

duce a new organism.

We humans think of genes as

the fragment of immortality
we pass on to our children.

Jones looks at the relation-

ships between genes and our
human condition.

But there is an evolutionary

story behind this. Each gene is

competing with every other
one for survival into future
generations. And the inexora-

ble law of survival says every
gene alive today must be
descended from genes that
were better at passing o:z

copies of themselves than thP 1

billions that failed to survive.

This anarchic competition is

more brutal than envisaged by
Darwin, who did not know
about the chemistry of inheri-

tance. Yet recent work sug-

gests it can explain harmonies
of nature that delight poets
and inspire religious faith.

For in the pitiless struggle

for survival, two genes are bet-

ter than one and 2bn better

still. So genes combine to pro-

duce ever more complex plants

and animals, each programmed
to compete - or act together -

with their fellows and above
all to pass whole garrisons of

co-operative genes on.

In this, one sees a glimmer-
ing of how the harsh laws of
genetics may walk hand in

hand with the grand concep-

tions of civilised man. It is a

country Steve Jones would like

to traverse, but his book is too

much the child of the televi-

sion age to get very far.

In The Blood: God. Genes and
Destiny is available from FT
Bookshop by ringing FreeCaU
0500 418 419 (UK) or +44 181 964

1251 (outside the UK). Freep&p •

in UK
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Capital investment that puts people into work
From Dr J. Taporawski.

Sir, Peter Norman cites Kurt
Biedenkopf and Gerhard
Schroder in Germany as

arguing that "investment to

replace labour by machines"
means “putting people out of

work" (Economics Notebook:
"Germany fails to bite on the
bullet". May 20). They are

wrong. Investment in

capital-intensive techniques

actually “creates" jobs

prodigiously in the investment
goods sector, providing a more
reliable tax base for welfare

state provision than low

Scheme aids

the market
more than
Names
From Mr Ian Macmillan-BelL

Sir, I support Mr Janies

Hodgson's views (Letters,

May 17) on the Lloyd's

reconstruction and renewal
offer to Names.
The main purpose of the

recovery vehicle, Equitas, is to

provide finality (without the

inverted commas) to the

ongoing market and any
“finality " it provides for the

membership is incidental. The
reserves carried by Lloyd's at

the end of December 1994

amounted to some £13.46bn

and I do not believe that the

figure will have significantly

altered far end-December 1995.

This sum mist be more than
sufficient to enable an ongoing

Lloyd's to pass solvency at the
end of August, with or without

Equitas and without the

requirement for large sums of

money from Names to

capitalise the vehicle.

Some members will argue
that they want an end to the

nightmare and 1 respect their

wishes, but I would ask them
to look very hard at what they
are being offered before they

take their decision and to

remember that they are

required to give up their

litigating rights should they
agree to the proposals.

Ian MacmlHan-Bell,

Iverston House,
20 Fiteroy Road,
Fleet, Hampshire, UK

income, low productivity and
often “fly-by-night"

employment in services.

Germany, whose large heavy
goods sector is suffering from
excess capacity, is one of the
few countries in Europe that

could afford such an
investment boom. Moreover,
Messrs Schroder and
Biedenkopf seem to have an
exaggerated faith in the

efficacy of funded pensions.
Ultimately all modem pensions
come either from taxes on
employment or from the

profits generated by

employment in the case of

funded schemes.

The rising cost of welfare

provision in Germany, as in

many other European
countries, is less a problem of

generous benefits and more
one of an inadequate tax base

in more slowly rising

employment and a stagnant

economy (an indictment surely

of Europe's politicians and
industrialists rather than its

pensioners).

Savings out of employment
income are therefore hardly a

more adequate base for future

pensions, except for those who
will make money from selling,

and mis-selling, private

pension schemes. Where these
savings are used to purchase
claims on future profits,

British and American
experience suggests that the
resulting increase in company
liabilities further discourages
investment in fixed capital.

J. Toporowski,
reader in economics.
Sooth Bank University,

103 Borough Road,
London SEl OAA, UK

UK utilities need new regulatory formula
From Dr David Rudd.

Sir. The serious persistent

flaws in the regulator)'

framework, to which you have
drawn attention (“Who
regulates the regulators?".

May 20). have two connected
causes:

• In the RPI-X formula, which
all the regulators use, they

decide on X and the severity of

the other parts of the formula
by reference to their own,
inevitably highly subjective,

estimates of all the economic
factors on which the utility's

profits will depend. That is an
impossible task, which was not
envisaged when RPI-X was
first proposed for BT in 1983.

• The only way of correcting
the effects of making X too

large or too small is by a

radical review every five years
- or sometimes less - but that

is much too short a period in

comparison with the service

lives (25 years or more) of the

fixed assets in which the

utilities must invest.

Consequently the reviews

have degenerated into

bad-mannered confrontations,

in which both sides shout
louder and louder in their

effarts to get the public on
their side.

The solution is to abandon
RPI-X in favour of a formula
which obliges the utilities to

share the benefits of their

economies (whether by
straightforward saving or by
expanding their business
volume more rapidly than
their costs) with their

customers and which does not
require a radical review every
few years. Such a formula was
first published four years ago
under the title Economy
Sharing Regulation , and again
last October by the Institution

of Electrical Engineers, but the
regulators and the utilities

have all either ignored it or

dismissed it out of hand. The fi.

Labour party has realised the
inherent weakness of RPI-X
but still clings to the radical

review every few years.

Unfortunately, up to now
RPI-X has been the source of
large profits for the utilities

and increasing arbitrary power
in the hands of the regulators,
who are becoming a
priesthood. One has therefore
to expect that, if you publish
this letter, they may either

ignore it or try to rubbish it by
misrepresenting the new
formula. However, a few
readers may be open-minded
enough to think there might be
something worth investigating .

That is how new ideas
sometimes get some serious
attention in the end.

David Rndd,
14 Colcokes Road,
Banstead.

Surrey SM7 ZEW, UK

Political straitjacket offers no protection
From Mr Mark Brinkley.

Sir, Edward Mortimer’s

article, “Why Jacques and
John make such an odd
couple" (May 18/19), lifts the
veil on the driving force

behind European integration

when he writes: “The problem
is that in a Europe of

nation-states, Germany is

bound to be the strongest"

The implication of this

widely held view is that,

without some form of
supranational system to bind it

in place, Germany will once

more embark upon some
calamitous military expansion.
However, there i$ an unholy
sub-text to all this that

suggests that the Germans
cannot be trusted on their own
and must, therefore, have some
sort of political/economic

straitjacket placed around
them for the safety of all other
Europeans.

Now if this is nonsense, the
drive towards integration is

quite unnecessary, if, on the
other hand, this is true - ie.

that the Germans are a danger

if left to their own devices -

then what evidence Ls there to
suggest that the danger will be
reduced by subsuming their
power within a larger
framework. On the contrary, C.

the history of Yugoslavia
provides ample evidence that a
federal system provides
absolutely no protection at all.

Mark Brinkley,

Bramhlings,

Mill Hill,

Weston Colville,

Cambridge CBl 5NY, UK
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The challenge
for Mr Prodi

Last month's general election
triggered an irrepressible opti-
mism about Italy's future, which
prime minister Romano Prodi's
first actions have done little to
dispel. The new cabinet which he
unveiled last week has a better
grasp of the country’s economic
problems, and firmer commitment
to solving them, than any in
recent history.

Even the typically impatient
financial markets will not expect
Mr Prodi and his colleagues to
turn the country around over-
night. What is required, however,
is a realistic road-map outlining
the government’s goals for the
short and longer term and how
they are to be achieved.
The prime minister’s speech to

parliament yesterday fell some
way short of providing such a
guide. But it did. at least, stress

the right priorities: cutting the
budget deficit and fighting infla-

tion in the context of a serious
attempt to give Italy a shot at
membership- of European mone-
tary union.

The budget is clearly priority

number one. For starters, there is

the roughly L12,000bnL£5hn) pack-
age of tax increases and expendi-
ture cuts needed to keep the 1996

budget on course. Mr Prodi was
probably right to insist that the
new government take on this job
of introducing a mini-budget
rather than leaving it to Lamberto
Dial's outgoing caretaker adminis-
tration. Abdicating responsibility

would have sent the wrong signals

about the coalition’s ability to
impose tough economic decisions
alone. And It would have deprived
it of a chance to link the mini-bud-
get to its broader economic plans.
Mr Prodi has a fine line to walk

in drawing up such an agerwfa-
The state of the public finnnre:

and commitment to preparing
Italy for Emu provides few
grounds for complacency. 'The def-
icit and inflation are well above
the average of the European
"core". And even those most opti-

mistic of Italy's Emu chances
accept that the public debt as a
share' of GDP will have to have
fallen steadily, and predictably,
for several years before there is a
chance of the lira getting in. The
many austerity packages of recent
years may, just, have managed to

stabilise the debt ratio, but it will

take a lot more to reduce it

Yet Mr Prodi must also remem-
ber all the other “fresh starts” for

Italy which have been celebrated
in the past The best way for the
centre4eft coalition to follow the
preceding 54 post-war govern-
ments would be to announce a
range of targets on which it was
unable to deliver. The weak and
divided state of the opposition
should allow the government to
push through some unpopular
spending cuts. But Mr Prodi must
select his battles with care if he
his to survive a foil five-year term
as promised. Delivering on any of
the new government's pledges
would change Italy for the better
- but this one perhaps most of afi.

European venture
The transformation of British
Biotech into a company with a
market capitalisation of roughly
FT-SE 100 scale raises an intrigu-

ing question for investors. Is the
UK at last capable of creating
technology-based companies
which, in the American fashion,

go from nowhere to substantial

size in a relatively short period of
time?
The question is equally timely

for Europe as a whole. In Ger-
many, the rise of the software
company SAP sets a similar prece-

dent The proposed new Easdaq
stock market for technology and
other growth stocks, is built on the

assumption that the climate is

now right for such businesses to

flourish as public companies.
History is on the side of the

sceptics. In Britain, which has a
tradition of venture capital and
early public offerings, the compa-
nies which have taken this route

most successfully are rarely high-

tech start-ups.

Venture capitalists have been
happier financing buy-outs of

underperforming subsidiaries of

big companies - usually in

bread-and-butter industries - than

getting new technology companies

off the ground. .And stock market
investors are happiest backing
rationalising entrepreneurs, or

companies with legal or practical

monopolies, such as privatised

utilities, or newly licensed broad-

casters.:-British start-ups often

stay small, as owners plump far

contentment oyer expansion.

Alternatively, as with the recent

.clutch of networking and virtual-

reality companies, they sell out to

a larger partner at a relatively

early stage.

The pattern varies from country

to country, but rarely comes down
in favour of the creation of
American-style publicly quoted
high-tech companies. In Germany,
there has been a preference for

keeping the company in private

ownership, even when growth tar-

gets are ambitious ones. And
throughout Europe, there has
been a long-standing tendency for

the brightest technologists to stay

in ivory towers: universities or the
scarcely less academic research
departments of big companies.
There are some signs of change.

Universities are becoming more
commercially minded; big corpo-

rate research departments are
being slimmed down. Venture cap-

italists have competed away much
of the potential profit in buy-outs,

and the risks of high tech are
becoming relatively more attrac-

tive. Investors have learnt from
US examides - along with those
closer to home - just how spectac-

ularly rewarding high-tech ven-

tures can prove.

There are noo-finandal trends

at work as well. The computer
industry is in a state of flux which
allows new entrants easier access.

Biotechnology is similarly trans-

forming the pharmaceuticals and
healthcare industries.

The time has never been better

for the creation of new publicly

quoted European high-technology

companies. If enough of them suc-

ceed, European stock markets will

not be the only gamers.

GP fundholding
GP fundholding is a cornerstone

of Britain’s National Health Ser-

vice reforms, enabling family doc-

tors to take responsibility for pur-

charing some of the hospital and

community-care services required

by their patients. More than half

of Britain’s “general practitioner”

doctors (GPs) are now fund-

holders. Yet the reform remains

contentious, heightening the

importance of a report this week

byihe Audit Commission.

:Tmy of the commission's conclu-

sa/ma have hit the headlines: that

the direct cost of introducing

fnndholding has outweighed the

direct efficiency savings (by an

estimated £232m to £206m in

England and Wales); and that

“only the best-managed practices

have had a major impact on ser-

vices”. Opponents of fundholding,

notably the Labour party, have

seized on these points to claim

that fundholding is discredited

and should be dismantled.

Such claims are not warranted

by the report, so neither isthecall

for the abolition of fnndholding.

Instead, the report suggests ways

of improving fundholders’ perfor-

mance, and implicitly questions

•the virtue of seeking to force most

GPs into some form of fund-

bolding arrangement.

It ought to come as no surprise

that - only a minority of fund-

holders have pioneered significant

improvements in services. The

purpose of the reform was to stim-

ulate just such a minority, m the

expectation that their best prac-

tice would be widely emulated.

The report praises the pioneers,

citing substantial benefits they

have gained for their patients

through, for instance, greater

choice in purchasing and a stron-

ger relationship with hospitals.

The challenges now facing the

NHS are how to spread best prac-

tice, how to tackle weaknesses
Identified *mnng the less effective

fundholders, and what to do with

non-fundholding GPs. Abolition of

the more successful fundholders is

not a credible response to any of

these challenges. Critics who
claim that fnndholding has wasted

public money must surely think

twice before proposing more
costly reforms.

Policy should focus instead on

the less successful and those out-

side the system. In the short term

the government must impose
tighter curbs on practices with

sloppy business plans and inade-

quate accounting. It must also

make provision for better manage-

ment and financial training for

new fundholders, while giving

health authorities the power to

dismiss those who fail to meet

minimum standards.

For those not desiring to be

fundholders, or not up to the job.

alternative arrangements should

be considered under which GPS

remain involved in commissioning

hospital sendees. Labour supports

anile for GPs in commissioning: it

needs to be seen as complemen-

tary to, not a replacement for.

full-blown fundholding.

Bewilderment turns to despair
Europe's leaders see John Major’s threats over beef as a risky electoral

ploy, say Quentin Peel, Robert Peston and Caroline Southey

E
ighteen months ago,
well before anyone
dreamed of the current
European crisis over
mad cow disease, one of

the most senior officials in the
European Commission sat in his
office in deep despair.

It is like witchcraft,” he said.

“Whatever we do in the European
Union is transformed into the object

of a witch-hunt in Britain. I have
never frit so depressed about the

. state of Britain’s relations with its

European partners.”

This week, those relations
reached a new low when Mr John
Major, the UK prime minister,
announced a formal policy of non
co-operation on all EU decisions.

As far as Mr Major and his minis-

ters are concerned, the purpose is

clear. He had to show his recalci-

trant backbenchers that he was
capable of standing up to the med-
dlesome foreigners in Brussels.

Some ministers had for months
been searching for just such an
issue around which the party could
unite. They were in buoyant mood
yesterday, convinced they had
found at least a partial solution to

tiie Tory party's endemic divisions

between pro-Europeans and Euro-
sceptics.

Sir Major insisted, however, that
he was not playing narrow party
politics. The strategy was construc-
tive, he said, and was forced on him
by the ElPs failure to lift the ban on
British exports of beef products:
such humble substances as gelatine,

bull semen anil tallow.

Yet to many EU officials in Brus-
sels, and in the capitals of the 14

other member states, it simply con-

firms what bas already been a
long-standing perception: that the
British government has ceased to

play a positive role in most aspects

of European policymaking.

“We used to watch with amuse-
ment, then with bewilderment, and
now with silent despair,” says one
of Chancellor Helmut Kohl's entou-

rage in Bonn.
“This derision is troublesome, of

course." a senior Brussels official

said yesterday, “but the British are

being very difficult on a lot of these

things, anyway. It cannot make
matters much worse.”

The crisis over BSE (bovine
spongiform encephalopathy) in Brit-

ish cattle, the admission by the UK
government of a possible link to

Creutzfeldt-Jakob disease (CJD) in

humans, and the subsequent col-

lapse of consumer confidence in
beef throughout the EU. have sim-

ply brought to a head the hostility

to Brussels which has long marked
UK government policy.

The crisis has also re-emphasised
how differently the EU is perceived

on each side of the Channel.

British politicians, business peo-

ple and bureaucrats have long
tended to regard the EU as a tire-

some consequence of a Common
Market to be suffered but not cele-

brated. Their continental counter-

parts see it rather as a vital institu-

tion guaranteeing the post-war
preservation of peace in Europe,
and an essential adjunct to national

policy-making.

“The mistake the British made
over beef was not to consult with

Brussels from the outset,” says a

senior European ambassador in

London. “But their failure to con-

sult was symptomatic of their

whole attitude to Europe.”

That gulf in perceptions remains

at the heart of the current deadlock.

“It is seen from everywhere on the

continent that we have to stress the

measures being taken to get BSE
out of the food chain.” one of the

Brussels negotiators says. “That is

the only thing which will reassure

consumers. The ban (on British beef

exports) is seen as a subsidiary
point But in Britain, lifting the ban
is seen as far more important than

getting rid of BSE.”
The truth is that both sides are

aware of the gap. and yet seem
unable to bridge it “I have never
known a situation in the union
where there has been so little com-
mon ground between two sides in a
dispute,” says a British official who
previously worked in Brussels for

the UK government
“We have been talking at cross

purposes since the beginning. Every
time we have arrived at a farm
council to talk about one thing (lift-

ing the ban), the other 14 member
states have arrived expecting to

talk about something else (eradica-

tion of BSE). It has been a disaster.”

This gap in perceptions bas been
caused primarily by Britain's inabil-

ity to understand the extent to

which other EU countries have
been affected by the crisis. Meal
consumption has fallen dramatic-
ally in many other member states.

with beef sales in Germany still 50
per cent down on levels recorded

before the UK government’s
announcement
“The British government seems

to believe derisions are being made
in Brussels out of malice. But there

is no hidden agenda. EU govern-
ments are simply acting to protect

their markets and to cope with the
fears of their consumers. They are

under enormous pressure,” a Dutch
diplomat says.

The gap has been widened farther

by the UK government’s perceived
reluctance to take drastic action to

eradicate the disease. “EU countries

feel instinctively that Britain
should be doing more and that it is

only interested in doing the bare
minimum.” says an EU official.

“More cattle have been slaugh-

tered in the Netherlands than in
Britain.” according to another.
There have already been 150,000

cases of BSE in British cattle, so
slaughtering 50,000 is neither here
nor there.”

Another sign of Britain's alien-

ation from the other 14 member
states has been the UK govern-

ment’s total lack of interest in
establishing contact with other
European capitals. Senior EU diplo-

mats remain incredulous that the
UK has done little to persuade other
governments of the efficacy of its

strategy to cope with BSE. Nor has
it tried to find a common solution

by linking up with other states.

Mr Major appears to have ignored
advice issued weeks ago by Mr Jac-

ques Santer, president of the Com-
mission, and repeated again in a
personal telephone call yesterday:

that he should “start working on
the capitals”, according to a senior

EU official

“Instead of issuing public denun-
ciations of the EU for domestic pub-
lic consumption, why did the Brit-

ish government not go and see
colleagues in other countries? It is

very difficult to understand,” says a
senior Scandinavian diplomat.
“They have acted as though they
believe the whole of Europe is in

the House of Commons.”
The immediate aim of the British

offensive is to prevent the ECT mak-
ing any derisions which require a
unanimous vote. A senior member

of the UK government says the
obstruction will not simply apply to

directives and legislation, hut also

statements and expressions of
intent
UK ministers were yesterday

requested by the prime minister’s

office to Mamina all forthcoming
EU business involving their depart-

ments and agree a strategy for
undermining it An attempt to co-

ordinate the offensive will be made
by a specially created ministerial

committee chaired by Mr Major.
The overall purpose is not any

longer merely to see the ban on beef

derivative products lifted. Mr Major
is also determined to see EU agree-

ment on a “framework” for having
the entire ban lifted.

“We do not expect to see the

worldwide embargo lifted over-

night”, says a senior government
member. “What we are insisting on
however is that there should be a
clearly set out process leading to

that end.”

M inisters are unsure
how long this will

all take, or what its

eventual effect will

be on the UK's rela-

tionship with the EU. A close friend

of Mr Major says he believes the net

effect will be to increase the UK's

influence in the EU. “Oar action is

a necessary part of demonstrating

that we are not going to he pushed
around,” he says. “It will

strengthen us in the long term.”

Continental politicians believe

the opposite. Mr Karl Lazners, for-

eign policy spokesman for Chancel-

lor Kohl's Christian Democratic
Union, warned yesterday that it

could be very counter-productive.

“It is a massive threat for a pur-

pose which really cannot be
described as a fundamental British

interest,” he said. "Of course it Is a
reflection of the internal partypolit-

ical situation in Britain. But it is

simply not serious for Britain to

call into question its entire relation-

ship with Europe on such an issue.

It makes any solution more difficult

because we will not allow ourselves

to be blackmailed.”

The British move has reinforced

the belief in Bonn and Paris, and all

the Benelux countries, that the
future EU needs to incorporate a
“flexibility clause" into its future

treaty, which would in effect allow

a dissident country like Britain to

“opt out” of common policies.

As proposed by Chancellor Kohl
and President Jacques Chirac of
France, such a clause would allow a
hard core of member states to press

ahead with further integration -

whether on a common currency,
common defence, or indeed a com-
mon immigration policy - leaving

the likes of Britain behind.
Such a move was preposed by Mr

Major himself two years ago. Mr
Stephen Darrell, health secretary -
among others in the Conservative

party - rather hopes the present
crisis will lead to a fundamental
review of EU institutional struc-

tures, paving the way for a much
looser “variable geometry”.
The problem is that the UK gov-

ernment is now deeply divided
about the wisdom of such a move.
Some fear it could leave Britain out
in the cold on a far wider range of

EU decisions than it wants. There is

concern that decisions could be
made affecting UK interests without
London being able to influence
them.

It is not at all dear that Mr Major
and his ministers have thought
through the consequences of their

actions beyond their first rhetorical

flourish.

• O B SERVER-
Talk little, do
much less
One European minister of

agriculture who didn't rush to ban
the impart of British beef and
everything related to it is Henrik
Dam Kristensen, the Danish
minister.

Kristensen hails from Jutland.-a

region where it’s said that the

reliability of the people is in
inverse proportion to the terseness
of their speech. He wasa postman
in the village ofVcahasse before

rising to political eminence, and he
was regarded as something of a
joke when he was appointed to his

present position inthe minority
centre-left coalition government in

1993. TTie condescending smiles

have, however, vanished. He has
earned a reputation for

tmshakeable calm and unhurried
competence, and is respected by
farmers as well as political

colleagues and adversaries.

He didn’t jump onto April's

ban-the-beef bandwagon, but
waited until he had heard the
verdict of the veterinary experts.

-

This week he voted to lift the ban
on exports of so-called beef
derivatives.

Of course, there’s more to it Quo
ftie unflappable good sense of a
sturdy Jutlander. It just so

happens that Denmark's single

biggest export to Britain is bacon
and pork products. No point in

causing unnecessary offence. If

there is an outbreak of some dire

disease in the piggeries, Denmark
will count on a sympathetic

hearing from Britain - and from
what one bears around the Danish
capita], the Brits haven’t been slow
to get the message.

Their stock rises
Talk about corruptingyouth. A

"Miami high school has been
teachingkids how to invest, witha
course entitled “Material Wealth
and the Stock Market” - only to

find the youngsters beating the

professionals at their own game.
As part of an anti-drop out
programme, the students each

-

invested an imaginary $100 in the

market at the start of January. By
the middle of this month thor
portfolio had risen 33 per cent -

rather, haaithier than the nine per
cent rise in the Dow Jones average.

The favourite stock was Nike,

chosei by 14 of the 97 participants,

according to one “because a lot of
people buy Nike”. Another chose
McDonald’s “because it’s

worldwide and it’s sponsoring the

Olympics”, while a third picked -

AT&T “because I like to make a lot

of calls”.

Now they have a new ambition
.

in life - to become stockbrokers,

rather than drug dealers, though
being able to cut a deal fastis not

the least common ground between
the two professions. It has also

taught the kids a lot about life.

Says the winner, Toiy Chester, .

who “bought” Woolworth atflO
and saw itjumpto *19: “It shows -•

you how life is like the stock
market it goes up and down”. A
guttering career awaits him.

'

A puff of cream
From the country that brought

you “ClaudeX” - the mail who
gatecrashed EtysSe gatherings and
was photographed alongside beads
of state - comes another
French-speaking answer to'

'

pomposity, George Le Gloupier.

George, who is actually Belgian,

tries to humiliate the pretentious
.

by throwing cream tarts into their

feces. Past victimsIncluded the
French media's favourite

philosopher, Bernard Henri-L&vy.
But George’s cream has soured. His
latest target was Daniel Toscan du
Plant!er. head of the Urufrance
French film promotion
organisation. Daring a scuffle he
felldownsome stepsat the Cannes
festival - arid is now suing George.

Dump and rape
Readers recently invited to

soothe AGF chairman Antoine
JeancQurt-GaUgnani’s ire over a
pair of linguistic excrescences - “le

greenshoe” and *Te clawback" -

responded withenthusiasm in the

search far French trandatirais of
the technical terms.

What’s a greenshoe anyway? It's

an option granted by the issuer to

underwriters, giving them the
right to purchase additional shares
at the offer price in cases where
they have sold more shares than
they were originally allotted. The
clawback, meanwhile, is when
aD.ocatians.to institutional

investors are scaled back to
accommodate the requirements of
small investors. With AGF in the
throes ofpartial privatisation, both
teams will have been offending

-Jeancourt-Galignani’s sensibilities.

Iterwinners - for ingenuity, and
for skill at forming acronyms, so
beloved of the financial markets -

are lan McLeod and Jean-Pjerre

Mounter in Paris, who submitted a
joint entry.

The greenshoe, they suggest,
be described as the Deblocage
Unilaterale sur Marche
Prometteur.{DUMP) - roughly
translated, a unilateral release on
to a buoyant market The clawback
is then the Repartition Autrement
que dans la Proposition Envisagee
(RAPE) - (even more loosely) a
different allocation from that
envisaged in the proposal.

Down the wing
Gianni Rivera, the golden boy of

Italian football turned politician,

was mercilessly teased yesterday

about his first government job. In

his 60 appearances for Italy, he was
a genius in attack; now he’s been
named a junior defence minister.

Oh well, attack is the best lorn erf

defence...

100 years ago
Electric Oommunfcatfon

M. Boucher, Minister of Posts
ana Telegraphs, after having -

previously arrived at an
understanding with the British
postal authorities in the matter,

has just decided to establish four -

fresh telephone wines between
Paris and London. This
important step, which will tend
to improve arid develop
telephonic communication
between the two capitals, will be
effected without cost to the
French Exchequer, owing to the
feet that the corporation ofthe
Paris stockbrokers has
•undertaken to advance the sum
of 650JJOQE. the cost of the aerial
lines in French territory, and
half the cost of the cable across
the Channel, the corporation to

recoup itself ant ofthe receipts.

50 years ago
Swiss and Nazi Assets
The impasse which had ruledfor
so long between Switzerland and
the Allied Powers, particularly .

the United States, over the
question of the treatment of
German assets in Switzerland
seems to have been resolved at
last. News from Washington
states that agreement has been
reached between the
representatives ofthe Swiss
Government and the Allies in
respect ofthese Nazi holdings,
and also in respect cf the gold

.

received by tire Swiss from the
Germans.
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German tax plan faces

opposition from states
By Judy Dempsey m Bonn

Germany yesterday unveiled a
package of tax proposals aimed
at reducing the tax burden for

individuals, boosting incentives
for small businesses and easing
their access to capital.

But the package by Mr Theo
Waigel, the finance minister, is

expected to face strong opposi-

tion from the Lander, or federal

states, when he presents it to the
Bundesrat. the upper house of
parliament The Bundesrat repre-

sents the states and is dominated
by the opposition Social Demo-
cratic party (SPD'i.

The states, backed by the trade

unions, are already resisting
plans by Chancellor Helmut Kohl
to push through social welfare

and other cutbacks totalling
DMTQbn fS48bn) arguing they
would next year lead to a

DM29bn reduction in state reve-

nues and DMllbn for the local

authorities.

The states are gaining support
from the public sector union
which yesterday stepped up its

strike action. It is demanding a

4.5 per cent pay claim for its 3.2m

employees and calling for the
government's radical savings pro-

gramme to be scrapped.

Finance ministry officials say
yesterday's tax proposals could
lead to a further DM3.5bn loss in

revenue for the states.

But Mr Waigel, speaking after

a cabinet meeting which
approved the tax measures, said

he expected to introduce them in

January.
The tax proposals include

bringing forward a cut in the
hated 'solidarity’’ tax - currently

a 7.5 per cent supplement to

income tax introduced in 1993 to

finance the economic reconstruc-

tion of eastern Germany.
Instead of a 2-point cut in mid-

1997. it would be cut by l percent-

age point in January and a fur-

ther point to 5.5 per cent in 1998,

leaving the finance ministry with
a loss of DM7.4bn in revenue over
the period.

Finance ministry officials said

this could be compensated by
higher economic growth and the
incentives arising from another
element of Mr Waigel's tax mea-
sures: abolition of the Vennogen-
steuer. This is a 1 per cent tax on

personal wealth paid to the

Lander and which this year is

estimated to bring in revenue
totalling DMS.5bn.
The Lander are expected to

oppose abolition of this tax
unless they can be compensated
by Mr Waigel's proposed changes
to the inheritance or gift taxes

which are also paid to them.
Under the current inheritance

tax law, a surviving partner or

spouse is entitled to inherit

DM250,000 free of tax, with the

ext DM100,000 taxed at 5 per
cent The tax rate rises incremen-
tally to 50 per cent.

Mr Waigel has proposed raising

the tax threshold to DMlm, with
the tax rate rising in DM100,000
bands, as before, up to a maxi-
mum tax rate of 25 per cent.

Inheritance tax allowances for
children would be increased from
DM90.000 to DM750,000.
The states are this year expec-

ted to receive DM3.5bn from the

inheritance tax. A finance minis-

try official said any loss in reve-

nue next year arising from this

proposal could lead to the Bund-
esrat blocking the whole tax
package.

New Itaban PM vows to fight

inflation
By Robert Graham in Rome

Mr Romano Prodi, Italy's new
prime minister, yesterday
pledged to fight inflation and cut

the budget deficit to enable the
country to take part in European
Monetary Union in 1999.

Presenting the centre-left gov-

ernment's programme in an
hour-long speech without a hint

of rhetoric, Mr Prodi warned that

Italians would have to make sac-

rifices to reform the state and put
the country's finances in order.

But the 56-year-old economics
professor from Bologna balanced
this by saying that Italy had
an historic opportunity to enter

a virtuous economic cycle if

his government's measures were
successful.

He also committed Italy to

rejoining the European exchange
rate mechanism as soon as possi-

ble - though he gave no date.

Apart from Europe. Mr Prodi
set out two other priorities:

reform of the state with greater

emphasis on devolution of
power to the regions: and improv-

in reform
ing the quality of education.
Buoyed by sentiment in the

financial market that has
welcomed his Olive Tree coali-

tion's victory’ in the April general

elections, Mr Prodi said he
believed Italy's interest rates

could fall by 2-3 percentage
points in the coming months.
Italian rates, he reminded

parliament, were currently 5.25

percentage points above those

in Germany.
Mr Prodi. who agreed to forge

the centre-left Olive Tree alliance

last year with no previous experi-

ence of political office, was care-

ful to address the concerns of all

his allies in the coalition.

He went out of his way
to placate members of Recon-
structed Communism (RC),
formed from the hard-core of the
old Communist party, who have
criticised him in the wake of the
election for paying them too little

attention.

He said that their concerns
to improve wages and fight

for the interests of the less

favoured members of society

package
deserved to be taken seriously.

However, Mr Prodi insisted

that the Olive Tree's electoral

programme would be respected-

RC refused to endorse this pro-

gramme and is only agreeing to

back the government in parlia-

ment - its members being essen-

tial to guarantee a majority in

the chamber of deputies.

The premier, sworn in last Sat-

urday, gave no details of next
year's budget or an impending
correction to the 1996 budget.

Mr Prodi said he would attack
inflation, currently at 4.2 per
cent, and hinted he might have
to raise taxes to bring down tbe

budget deficit to the target of 3
per cent of GDP - a requirement
for monetary union.
He warned of spending cuts

and of holding ministerial

budgets to their 1996 levels,

but said be would first seek
to cut fat from general expendi-

ture before looking at welfare

spending.
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Toys R Us accusedDaimler chief

Continued from Page I

speech he referred to "concepts

and ideas" not "visions", a word
preferred by Mr Reuter and
which now induces sniggers
across corporate Germany.
For the first time several Ger-

man banks had written to share-

holders asking them to decide
bow tbe banks should vote with
tbe shares they hold on deposit

for thousands of shareholders.

Continued from Page 1

Baer, director of the FTC's
bureau of competition, “by 1994,

most of the major US toy manu-
facturers stopped selling popular
individual toys carried by Toys R
Us to the warehouse dubs".

In a statement anticipating the
FTC's complaint. Toys R Us said

on Tuesday it spent millions of

dollars promoting toys through-

out the year. “The warehouse

dubs then come during the six

weeks before Christmas, without

making any such investment,

and select the few hottest selling

items, selling them at or below
cost to create customer traffic.

“Given that behaviour, and
Toys R Us’s contribution to the
industry, we have told manufac-
turers that we reserve our
unquestionable right to refuse to

carry the same items as ware-

house dubs.”

Japanese

recruit

2,000 spies

to monitor

Asia crises
By William Dawkins in Tokyo

Japan is recruiting 2.000 spies

from its military forces to bol-

ster its ability to keep watch on
potential flashpoints in east

Asia.

The new spies will be based
from the start of next year in a

new intelligence headquarters on
a central Tokyo site once used by
the defunct Imperial Army,
according to a plan adopted yes-

terday by the upper house of par-

liament, the final legislative

stage.

The decision follows agree-
ment between Mr Ryu taro Hashi-

moto, the prime minister, and US
president Bill Clinton in Tokyo
last month that Japan should
play a more active part in Asian
regional security, within the lim-

its of its postwar pacifist consti-

tution.

Since that summit, Mr Hashi-
moto has also revealed the gov-
ernment is considering acquiring

Japan's first spy satellite.

If the new agency proves effec-

tive, it wonld mark a significant

break with Japan's dependence,
for most of the postwar years, on
the US for the bulk of its intelli-

gence information.

The move also highlights
Tokyo's discreet progress
towards a more independent for-

eign policy line.

Mr Hashimoto is a leading
member of a new generation of

politicians, also including Mr
Ichiro Ozawa, leader of the oppo-
sition New Frontier party, which
believes that Japan should shed
some of Its old inhibitions and
take a slightly more assertive

stance in international affairs.

The unit, simply named Intelli-

gence Headquarters, will begin
with a staff of 1.600 and an
annual budget of Y6.5bn (S62m),

according to the government's
defence agency.

It will bring together the intel-

ligence departments of the army,
navy, air force, the defence
agency and the agency’s technol-

ogy unit. These will account for

just over a third of the initial

staff, due eventually to increase

to 2,000 intelligence officers, the

agency said.

Their main source of official

information will be material
gathered by six electronic listen-

ing posts stationed across Japan.
The focus will be on regional cri-

ses in east Asia.

In recent years. Japanese intel-

ligence has often appeared
poorly informed. Tbe authorities

failed to detect Russian dumping
of low level nnciear waste off tbe

north-east coast of Japan two
years ago until alerted by the
local branch of Greenpeace, the
environmental lobby-

They also had to be told by the

US the same year of a North Kor-
ean test of a Rodong missile in

tbe Sea of Japan. The 1.000km
range missile was said by Japa-
nese defence officials at the time
to be capable of reaching Tokyo.

Europe today
Strong westerlies win direct moist,

unstable air towards the British isles.

There wiH be a mixture of sun and cloud

with showers in western and northern

Scotland. Light rain will cross southern

Ireland and southern England in the

afternoon. Rain Is expected in northern

France, southern Belgium and Germany.

High pressure will bring dry and generally

sunny conditions to Portugal, Spain,

southern France. Italy and Greece. Near

gales are expected along the western

coast of Greece. Showers and thunder

storms will erupt over the eastern Balkans.

Some of the thunder storms may be
severe, especially in northern Greece and
eastern Bulgaria. Turkey will be generally

dry and sunny.

Five-day forecast
Plenty erf rain is expected In the British

Isles tomorrow, it will spread east across

central Europe on Saturday. Southern

Scandinavia will be cod and wet Spain

and Portugal will stay sunny. Italy and

Greece will remain warm and generally

sunny with thunder storms over the

weekend.

TODAY’STBHPBRATURBS Sifuaton at 12 GMT. Tumpermuma m&dmum for day. Forecasts toy Mefeo Consult at the Netterianda

Maximum Belling fair 30 Caracas doudy 31

Celsius Belfast doudy IS Cardiff shower 15

Abu Dhabi sun 41 Belgrade sun 19 Casablanca sun 25
Accra cloudy 31 Berlin rain 17 Chicago cloudy 22
Algiers Ur 23 Bermuda doudy 22 Cologne rdn 18
Amsterdam fair IS Bogota doudy IS Dakar sin 26
Athens sun 28 Bombay sun 33 Dellas sun 34
Atlanta sun 33 Brussels cloudy tr Deft ft* 38
B. Aires sun 18 Budapest fair 19 Dubai sun 39
Bham fair IB CJwgen rain 13 Dublin shower 15

Bangkok shower 35 Cairo sun 34 ubrovnfc sun 23
Barcelona BUI 21 Capetown shower 17 Edinburgh fair 15

More and more experienced travellers
make us their first choice,

Q Lufthansa

Faro sun 25 Madrid sun 30 Rangoon rain 33
Frankfurt rain 20 Majorca sun 24 Reykjavik tax- 11
Geneva shower 24 Malta fair 22 Ko cloudy 25
Gibraltar sun 21 Manchester fair 14 Rome sun 23
Glasgow shower 14 Manta cloudy 34 S. Frseo fan- 18
Hamburg ram 15 MeOxxme shower 16 Seoul far 26
Heteinw sun 17 Mexico City fair 24 Singapore cloudy 32
Hong Kong tor 30 Miami rein 31 Stockholm doudy t?
Honolulu lair 31 Milan sun 22 Strasbourg drzzl 21
Istanbul sun 25 Montreal ckmdy 16 Sydney tor 19
Jakarta doudy 32 Moscow sun 12 Tangier sun 25
Jersey ctel 14 Munich ram 21 Tel Aviv sun 31
Karachi fair 34 Nairobi cloudy 23 Tokyo tor 25
Kuwait sun 40 Naples sim 24 Toronto Cloudy 17
L Angeles sun 20 Nassau rain 30 Vancouver doudy 16
Las Palmas 1»r 25 New York tor 29 Venice fair 22
Lima cloudy 20 Nice sun 22 Vienna fair 20
Lisbon sun 27 Nicosia sun 34 Warsaw doudy 17
London fair IB Oslo cloudy 16 Washington sun 32
Lux-bourg ran 15 Paris tirzH 20 Wellington cloudy 13
Lyon doudy 24 Perth far 23 Winnipeg tor 14
Madera tor 21 Prague doudy 19 Zurich Shower 20
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added ValeoNo
The sale of Mr Carlo De Benedetti’s 23

per cent stake in Valeo, the French car

parts manufacturer, may sound a

straightforward enough operation. Not
so. however, in France, where the bor-

der between politics and business once
again looks fuzzy. This may explain

why Framatome, the government-con-

trolled nuclear reactor maker, has
expressed interest in the Valeo stake,

despite the fact that there is no obvi-

ous fit between the two businesses.

Both tbe French government and
car manufacturers are unsettled by
the prospect of a foreign takeover of

Valeo. Given their close relationship

with components makers, it is easy to

see why the likes of Peugeot do not

want to see them fall into the hands of

its competitors. But a shift in the own-
ership of the business to an indepen-

dent US company such as TRW would
not necessarily constitute a threat to

Europe's car makers. The components
business is becoming increasingly
global - indeed, car manufacturers
have themselves been urging consoli-

dation - and there is no reason why a

nominal national identity should ham -

per vigorous competition. However.
Peugeot's threat to withdraw’ business

in the event of a US takeover Is surely

likely to deter bidders.

Still. Framatome seems an unlikely

white knight Although it claims its

interest is strategic - it has already
diversified into connectors - there is a
lurking suspicion that the motivation

is political. Framatome is partly
owned by Alcatel Aisthom, which is

keen to buy Thomson from the gov-

ernment - and perhaps hopes that a
helping hand over Valeo might be
rewarded by favourable treatment
over Thomson.

Italy

Mr Romano Prodi, Italy’s new prime
minister, is proving adept at telling

the financial markets what they want
to bear. And given a cabinet stacked
with economists and former finance

ministers, be is well placed to gauge
both investors, and more importantly
tbe Bank of Italy, which controls

interest rate policy. His message of

stable taxes, accelerated privatisation

and a hardline approach to inflation is

hardly original. But at least Mr Prodi

is admitting that Italy needs to get its

books in order before making a move
towards his holy grail of monetary
union.

Italian governments have promised
much in the past, but Mr Prodi
appears to offer a greater chance of

delivering. While he does not control a
majority in the parliament, his push to

give more power to the regions looks

Valeo

Share price relative to Ihe

SBF 120 index

220 - - — '

intended as an olive branch to the

secessionist Northern League, which
would make a powerful ally.

The markets have reacted with
enthusiasm to the evidence of a fis-

cally responsible government, and
there is a risk of getting carried away.
Mr Prodi has yet to reveal detailed

proposals for achieving his economic
goals. Meanwhile, the latest inflation

figures are ahead of the 4 per cent
level deemed by tbe Bank of Italy to

be a barrier to interest rate cuts.

Nonetheless, so long as Mr Prodi can

offer a credible programme for curbing
inflation, there is every reason to

expect cuts of up to 2 percentage
points by the end of the year.

Allders/BAA/Swissair
Allders shareholders must be pretty

bemused. Why is their board planning
to recommend a £130m bid from BAA
for Allders' duty-free arm, when
Swissair appears eager to snap it up
for £145m? The answer, it seems. Is

that BAA had painted Allders into a

corner by the time BAA delivered its

offer, Allders had failed to extract a
binding counter-offer from Swissair.

And because of the unusual strength

of its position. BAA had Allders over a

barrel. Not only could BAA walk
away, but it also held a trump card:

the ability to terminate Allders' rights

to run BAA's duty-free operations.

This was always likely to turn the
playing-field in BAA's favour, though
Allders’ footwork could have been
nimbler. Even so, all is not yet lost:

Swissair could well still bid more, in

which case shareholders will presum-
ably vote BAA's proposal down - and
no harm will have been done, except

to the credibility of Allders' board.

The real question is why BAA and
Swissair are squabbling over such a

fragile business in the first place. Cer-

tainly, there are healthy profits to be

made from duty-free retailing. But
mostly they can be siphoned off by

airport operators - for 75 per cent of

Allders' business this means an opera-

tor other than BAA - which can play

different retailers off against one

another. As a result, retailers' earn-

ing? are constantly at risk - even

ignoring the real threat posed from

1999 by European legislation.

Even if BAA is not offering an

extravagant price, its shareholders

should be asking whether this kind of

diversification really makes sense. If

Swissair bids more for what will be a

less profitable business, its own share-

holders should be tougher still.

Executive remuneration
British executive remuneration

schemes are still far from appropriate.

HSBC's long-term incentive plan -

under which executives will receive

shares if the banking group's earnings

per share rise by more than 2 per cent

a year in real terms - is a case in

point The most worrying aspect is its

"all or nothing" element, as executives

have little incentive to increase eps by
more than 2 per cent real The choice

of eps as the performance yardstick is

also questionable: not only can eps be
manipulated; it is easy to boost eps

while destroying the quality of earn-

ings. which does shareholders no
favour.

While no remuneration scheme is

perfect, boards should bear several

principles in mind. First, high rewards
- even in excess of Elm a year - are

acceptable in return, for top perfor-

mance; but consistently poor perform-

ers should be sacked. Second, a sliding

scale should be used rather than "all

or nothing" rewards. Third, to keep
top executives hungry, their basic pay

should be much lower - perhaps
around £100,000 a year.

The trickiest question is how to

measure performance, given that eps

is flawed. Total return - the combina-
tion of dividend and share price per-

formance - is the yardstick that aligns

executives' interests most closely with

those of shareholders. Clearly, any
company needs to be judged against

the total return achieved by a suitable

group of peers. Still, given that share
prices often lose touch with fundamen-
tal performance, other yardsticks
should also be used. The most promis-
ing is the return on investment a com-
pany achieves - though that too
requires careful measurement

Additional Lex comment
on Bass, Page 24

Global banking made in
The world is shrinking. Whereas

vour scope is growing. Theoreti-

cally. And practically?

Whenever you wish to make

more than just a small move,

include the WestLB in your

plans. We appreciate global

thinking and. as one of Europe's

leading banks, we have both the

experience and the potential to

achieve even exceptional goals

- with you. Established as a

German wholesale bank, we

offer you all services from one

source, made ro measure, reli-

able and. if you tike, worldwide.

After all, what could be closer

to your wishes than a bank with

a perspective as broad as your

own?

Are you looking tor a partner

near you? Simply call our auto-

matic fa* service in Germany on

1*491211 9 44 83 70 to request

a list of our worldwide network,

straight away.

Germany.

WestLB
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Iberdrola in plan
for 50% debt cut
Debts of more than Slibn at Iberdrola, the Spanish
private-sector electrical utility, are set to halve in
the next three years, according to the company.
Page 18

NecHloyd records FI 15m loss In quarter
NedDoyd. the Dutch shipping and transport group,
reported a first-quarter net loss of FI 15m ($8.7m),

’

down from FI 77m profit after extraordinary items a
year earlier. Page 19

Victor resumes dividend after four yeans
Victor, the Japanese audio maker, posted a sharp
recovery in earnings and said it would resume divi-
dend payments for the first time in four years
Page 20

Computer Associates beats forecasts
Computer Associates, the US software group,
reported a higher than expected 25 per cent rise in
earn ings to $265.lm for its fourth fiscal quarter, as
sales of its client-server software programs jumped

0 BO per cent Page 22

Liberty to dose regional store chain
liberty, the UK retail and
textiles group, is closing its

lossmaking chain of 20
regional stores at a cost of
£5m ($7.6m). The decision,

which followed a strategy

review aimed at redressing
several years of declining
profits, will mean the loss of

350 jobs. The group also

announced the appointment
ofMrAndrew Garety, for-

mer finance director of The
Boddtogton Group, the pubs
and hotels company, as its

new finance director. The
£5m charge means the
group, which had warned

that annual profits before exceptional would not
exceed £2.1m, will record a substantial loss when it

reports on June 7. Page 24

Kingfisher reinforces retail opitbnlsai
Kingfisher provided further evidence that confi-

dence is returning to the UK high street as the UK
retail group announced a stronger than expected 6.4

per cent rise in first quarter like-for-hke sales.

Page 24

Angola prepares for ifiamond assault
Until last July, some 4,000 garimpeiros (illegal dig-

gers) worked the river valley at Catoca in Angola
for diamonds. Today they have been pushed out
and bigger plans are afoot Catoca is about to host

the first significant attempt in Angola to mine kim-

berlite. the volcanic pipes where diamonds origi-

nate. Page 35
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Landi takes step up at Apple Nintendo
sales slide

By Paul Taylor in London and
Louisa Kehoe in San Francisco

Mr Marco Landi. president of
Apple Computer’s European.
Middle East and African
operations, has been named chief

operating officer of the troubled
personal computer pioneer which
last week unveiled a wide-rang-
ing restructuring programme.
In his new role Mr Ijmrii

.
who

joined Apple in March last year
after 25 years with Texas Instru-
ments, will be responsible for
implementing Apple’s new strat-

egy outlined last week by Mr G2
Amelio. who took over as chair-
man and chief executive of the
lossmaking company three
months ago.

"We are now confident that we
have a clear vision, we have a
leader who has set out a dear
strategy. My role is to make sure
we have the right organisation to

implement that strategy,” said

Mr I-andi

Last week, Mr Amelio
announced that Apple would
streamline its Marintnah product
Tina and become "an internet-cen-

tric company”. The Internet is a
major discontinuity that affects
every aspect of the PC business,
Mr Landi said. "For Apple the
battle against Windows and OS/2
(PC operating systems from
Microsoft and IBM) is over. The
Internet Is now the platform and
we must make sure that we capi-

talise upon it”

Apple plans to launch a new
range of "digital appliances” that
will provide Internet access and
other personal computing func-

tions in a unit that can be
plugged into a TV set These

products would address the
untapped market of consumers
who do not currently use home
computers. Mr Landi said.

hi his new role, Mr Landi said

he would focus an three areas:

building business processes,
channel management and the
creation of the right products for
Apple’s three market <M*gmani«

home, education and enterprise.

Mr Landi is credited with suc-
cessfully restructuring Apple's
European operations over the
past 15 months and reducing
costs. He acknowledged that

Apple’s overall market share In
Europe had fallen sharply in the
first quarter, but said this mostly
reflected problems in one seg-
ment of the company’s business,

rather than an overall slump in

sales.

Mr Landfs appointment is

first of several senior manage-
ment jobs that Mr Amelio aims to

fill over the next few weeks. Last
week he said that he planned to
draw both from within Apple and
from outside the company in put-

ting together a new management
team.

Russia’s capital

markets: the

hall of mirrors
John Thornhill on the country’s
strange debt-equities balance

C apital markets can
often act as mirrors
reflecting the main fea-

tures of a country’s
underlying economy. But in Rus-
sia's case they are showing some-
thing decidedly odd. Either, it

seems, the economy is grossly

misshapen, or the mirrors them-
selves must have been borrowed
from the Moscow State Circus.

Perhaps it is too much to

assume rational expectations will

prevail in a country which will

next month hold its first real

democratic elections for execu-
tive power in 1,000 years. The
wild political rumours and
alarms, which ily so freely

around Moscow, are hound to

jangle even the most hardened
investor’s nerves.

• But it still seems bizarre that

Russia’s fledgling,
if fast-develop-

ing. stock market has surged by
55 per cent from its low in March
at the MTnn time as the yields in

the government debt market
have soared to among the highest
levels in the world.

Annualised yields on three-

month Treasury-bills (GKOs)
now hover around 130 per cent at

a time when the economy finally

appears to have turned the cor-

ner, the rouble is trading within

a stable band and the monthly
inflation rate has fallen to less

than 2 per cent.

Part of the reason for the
wildly diverging trends in the

two markets reflects differences

in the political perceptions sur-

rounding the presidential elec-

tion on June 16.

Investors in the equity market
have been attracted by the possi-

ble upside of a victory by Presi-

dent Boris Yeltsin in the June 16

poll and the continuation of eco-

nomic reform.

Those in the debt market, how-
ever, seem more fixated by the
downside that would follow the
pjpctipri of the chief challenger,

Mr Gennady Zyuganov, and the
return of the Communist Party
to power. Seemingly, the only
explanation for such high GKO
yields is that investors fear

default
Ms Beth Hebert, a Moscow-

based fond manager who runs

the $55m Fleming Russian Secu-

rities Fund, argues the contrast-

ing ptafotmance of the two mar-
kets reflects the different risk

profiles of the investors involved.

"Investors in the equity market
and investors in the GKO market
represent two very different

pools of capital.” she says. "The
equity market is driven by for-

eign investors while the GKO
market is dominated by Russian
hanks."
Foreign equity market inves-

tors have lately been cheered by
a series of opinion polls showing
a strong rise in support for Mr
Yeltsin and are prepared to bet a
small slice of their portfolios on
the outcome.

If the president is re-elected

and the present political uncer-

tainty resolved, these investors

believe that most of the elements
for a spectacular long-term
equity boom will have fallen into

place

Russia's vast privatisation pro-

gramme hag already transferred

thousands of asset-rich capital-

hungry companies to the private

sector, while their valuations still

appear absurdly low.

The market value of Russia's

top 200 companies, which include

several ofl companies with simi-

lar oil reserves to Exxon, still

languishes at about $22bn - or
less than the value of the Smith-

Klme Beecham pharmaceuticals

group.
Many investors active in

emerging markets appear to have
been won over to Russia’s poten-

tial attractions. A survey of 174

US and European emerging mar-
ket fund managers, conducted by
Russia's Federal Securities Com-
mission in February, found that

42 per cent were interested in
buying Russian securities within

the next six months, ft has also

become a lot easier to do so after

some Russian companies, such as
Lukoil, the large ofl concern, suc-

cessfully issued proxy shares in
New York- Mainstream western
fund managers can now buy
American Depositary Receipts
(ADRs), backed by Lukoil shares,

in New York without worrying so
much about the custodial risks of

dealing in Moscow.
But the barely suppressed

euphoria that surrounds the
equity market sharply contrasts

with the bleaker picture being
painted in the government debt
market - which is still mainly
closed to foreigners.

Founded in 1993, the GKO mar-
ket has developed astonishingly

quickly and is now used by the
government to fond more than 40
per cent of its budget deficit. But
it has come under great strain

this year as the government has
aggressively tried to raise addi-

tional funds to finance Mr Yelt-

sin’s lavish pre-election spending
spree.

Russia’s commercial banks are
demanding an astronomic risk

premium to lend the government
money. Despite the potential

returns, many of them seem
more tempted to “park" their
money off-shore until the politi-

cal risks are resolved.

Alliance-Menatep, a Russian
investment bank, estimates that

GKO yields, based on economic
fundamentals, should only be
about 50 per cent in “normal"
political conditions.

“If Yeltsin were re-elected

money would come flooding back
into Russia and I would expect

GKO yields to fall dramatically,”

says Mr Tom Reed, fixed income
analyst at Alliance-Menatep.

It is little wonder, then, that

Russia's banks are lining up so
squarely behind Mr Yeltsin's re-

election hid.

in tough
market
By Mkrfuyo Nakamoto in Tokyo

Intense competition in the video

games market continues to batter

Nintendo, Japan’s predominant
manufacturer of the games. Yes-
terday it unveiled its third con-

secutive set of animal financial

results showing failing and
operating profits, and warned
that the current year would be
no better.

In the year to March 1996, con-

solidated sales slid 15 per cent to

Y354Jlbn ($&32bh) from Y415.7bn
a year earlier, and operating prof-

its declined 24 per cent from
Y949bn to Y71Ston. The pom* per-

formance was broadly in line

with expectations.

Pre-tax profits, however, were
boosted by a foreign exchange
gain of Y31-5bn because of the

yen’s weakness in the latter part

of the year, and rose 61 per cent

to Yll&3hn from Y73.4bn.

Weak sales, inadequate supply
of some popular products and the
detection of a software house
were among the difficulties faced

by Nintendo in the past year. In
addition, Nintendo was left floun-

dering without a successful com-
petitor to the advanced 32-bit

games machines launched by
rivals Sega and Sony. Nintendo
also failed to supply sufficient

software for its 16-bit machine
during the crucial Christmas
shopping period because of diffi-

culties in securing parts neces-

sary for software cartridges.

But particularly damaging has
been the number of independent
software developers signing up
with competitors. For example.
Square, which had produced pop-
ular software exclusively for Nin-

tendo, moved to Sony.

Nintendo faces a battle this

year as it attempts to recover lost

ground with the launch of Its 64-

bit games machine. It will also

launch a 64-bit version of its pop-
ular Mario Brothers series, which
has sold 11m units since 1990. “It

all depends on how
word-of-mouth is in the first

week of sales and how good the
Mario software is," said Mr Re-
nter Dobbelmann, industry ana-
lyst at SBC Warburg in Tokyo.
Mr Dobbelmann believes that

although Nintendo has lost the
exclusive partnership of a highly
rated software developer, it has
its own in-house software
strength and could recover
strongly.

In the current year, the com-
pany is forecasting a fall in recur-
ring profits, before extraordinary
items and tax to Y85bn, and in

net profits to Y46hn on slightly

higher sales of YSSSbn.

Framatome emerges as

potential Yaleo buyer
By David Owen In Paris

Framatome, the French nuclear

plant group, has emerged as a
possible buyer of a strategic

stake in Valeo, the automotive
components company.
Framatome said it had been

thinking about making a “major
diversification” and was inter-

ested in P*amirring information

on Valeo, the world's 17th-largest

vehicle components company.
Mr Carlo De Benedetti, the Ital-

ian industrialist, owns 27.7 per

cent of Valeo through Ceros, his

French holding company. Cerus

last month confirmed it was pre-

pared to sell this stake at the

right price.

Yesterday's developments
rame 10 days after Mr Jacques

Calvet, head of the Peugeot-Ci-

trobn vehicle group, hardened his

threat not to renew contracts

with French company Valeo if it

fell into foreign hands. Mr Calvet

said his views were shared by Mr
Louis Schweitzer, chairman of

Renault, and Mr Ferdinand
Pigch, head of Germany's Volks-
wagen. The three companies
account for more than 40 per cent

of Valeo’s sales.

His comments followed reports

that two US companies - Delphi,

the components arm of General
Motors, and TRW. the aerospace
and components group - were
interested in Valeo. Neither
would confirm it was in negotia-

tions with Mr De Benedetti.

Cerus shares climbed FFr280,
or 3 per cent, in Paris yesterday.

dosing at FFr10080. Valeo gained
FFrl.30 to close at FFr286. At this

level, Cerus’s stake in Valeo is

valued at FFr5.55bn ($1.07bn).

Observers believe Cerus could be
tempted to sell for about FFr7bn.

This would be within range for

Framatome, which yesterday put
its liquid assets at between
FFrTbn and FFrBbn.
The company already has ties

with the automotive industry

through Us connector business,

which accounts for about a quar-

ter of group sales. These reached
FFr20bn in 1994. Valeo’s turnover

in the four months to April 1996

was FFr9.97bn, up 178 per cent

on the same period last year. In

1995, net Income was FFrLOlbn
on sales of FFr2583bn.
Lex. Page 16

Spain signals intention to

block Azucarera stake sale
By Tom Bums in Madrid

Spain's new centre-right
government has served notice it

will block the sale of equity in

General Azucarera. the second
largest domestic sugar producer,

to G£n6rale Sucri&re of France.

The move mirrors the previous

Socialist government’s stance.

Ms Loyola de Palado of the rul-

ing Popular Party, who was
sworn in as agriculture minister

two weeks ago, said yesterday

she was “radically” opposed to an

equity purchase by the French

company because it threatened a

"strategic sector”.

Ms de Palacio s stance recalls

the one taken by her Socialist

predecessor. Mr Luis Atienza. It

is likely to give an unexpectedly

negative signal to foreign inves-

tors as it appears to undermine
the pro-business image cultivated

by the incoming administration.

"If Azucarera is the litmus test

of the new government's
approach to private sector com-
panies operating in the free mar-
ket, then we will have to rethink
our view of how the new govern-
ment intends to behave,” said a
senior Madrid analyst
Ms de Palado’s remarks will

crane as blow both to Banco Cen-
tral Hispano. which is seeking to
cut its 49 per cent stake in Azu-
carera, and to the board of Azu-
carera, which bad identified Gen-
erate Sualere as the ideal buyer.

The French company controls 20
per cent of the Spanish producer
through a stake syndicated to

shares in Azucarera owned by
Tate & Lyle erf the UK.
Two years ago Mr Atienza

forced BCH to drop the sale of 20

per cent of its Azucarera equity

to G4n6rale Sucri&re for Pta20bn
($157m).

Ms de Palacio said she would
do everything in her power “to

ensure that Azucarera remains in

Spanish hands . . . sugar is a stra-

tegic national interest."

Two months ago BCH said it

was close to an agreement
whereby G&terale Sucrtere and
Acor, a domestic sugar beet co-

operative. would jointly control

Azucarera with 25 per cent of the

equity each. This deal would
have increased the French com-

pany's stake in Azucarera. but it

is now likely to be shelved.

April 1996. This announcement appears as a matter of record only

DuraceU International Inc.

has acquired

Eveready South Africa (Pty) Limited

from

Hanson plc§
Charterhouse Bank Limited

and Charterhouse Inc.

acted as financial advisers to

Duracell Internationa] Inc. in this transaction

CHARTERHOUSE
rbniAimr Bank Lawrrd is Regubud by The Setanms and Fanro Authority

1 Paternoster Row Si PauTs. London EC4M 7DH



18 FINANCIAL TIMES THURSDAY MAY 23 1996

COMPANIES AND FINANCE: EUROPE

Iberdrola in plan to halve debt
By David White in Madrid

Debts amounting to more than
Sllbn at the Spaziish
private-sector electrical utility

Iberdrola are set to be halved
in the next three years,
according to plans by the
company.
The largest reduction is due

in July this year when debts of
Pta539bn (3&2bo) are wiped off

the balance sheet under a

government-backed plan for
converting loans linked to
halted nuclear plants into
securities.

In addition, Mr Inigo de
Oriol, chairman, said the
company aimed to trim its debt
burden by between PtaTObn
and Ptasobn a year.

Iberdrola, the second-largest

group in the sector in Spain
after the state-controlled
Endesa and the largest

producer of hydroelectric
power, had total debts of
Ptal,46lbn at the end of the
first quarter.

This was Ptai2bn less than
at the end of last year and
Pta340bn below the peak of
more than Ptal.SOObn at the

end of 1933.

A sharp fall in net financial

costs from PtaI23bn to Pta94bn
last year helped the group to

achieve an increase of more
than 22 per cent in its

attributable net earnings to

PtaSSbcL Of the outstanding
bonds and bank loans at the

end of the year, 28 per cent was
in foreign currencies.

Iberdrola was the main
company affected by a freeze

on new nuclear power plants

imposed by the government 12

years ago under a reappraisal

of Spain’s energy needs. It has
carried the bulk of a total of

Pta729bn of debts accumulated
in relation to the mothballed

reactors.

Under the nuclear

moratorium scheme, a

surcharge of 3.54 per cent on
electricity rates has been
allocated to covering the

cost to companies involved In

the five reactors, which were
are varying stages of

construction.

Last month Iberdrola and
three other electrical

companies signed up to a plan

for converting Pta7l5bn of debt

into variable-interest securities

through an international bond
issue and two bank credits.

The scheme, which will

enable the companies to

recover fluids for repaying
their nuclear debts on July 4.

implies a reduction of more
than 20 per cent overall in the

Spanish electrical sector's debt

burden, currently standing at

about Fta&300bn.

The operation, which carries

government guarantees, is

underwritten by a group of six

hanks led by Banco Bilbao

Vizcaya, which is the biggest

shareholder in Iberdrola with a

10.7 per cent stake.

At the same time as reducing

its debt, Iberdrola aims to

strengthen its own resources

(capital and reserves) by

Pta25bn to Pta30bn a year. It

forecasts a debt-equity ratio

dropping from 1.5 last year to

0.8 this year and 0.6 in 1998.

Mr Javier Herrero, managing
director, said the company
aimed at a “prudent" rise in

dividend payments, adding
that the rate of increase would
be "always below the growth of

the business". It has proposed

a Pta65 dividend for 1995. an
increase of 6 per cent

PROFILE:

IBERDROLA
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Daimler warns of further restructurim
By Michael Lindemarm in Stuttgart

Daimler-Benz. Europe's largest
industrial conglomerate which
reported record 1995 net losses of

DMB.Tbn (S3.7bn). yesterday said sales

in the four months to April had risen

9 per cent to DM32.1 bn, but warned
that “further, perhaps drastic mea-
sures" would be needed to recover the

profitability of past years.

Addressing about 10.000 sharehold-

ers, some 40 of whom made angry
interventions because the dividend
had been cancelled for the first time
in the company's history, Mr Jurgen
Schrempp, chairman, said he expected
sales for the full year to be “signifi-

cantly higher'
1 than 1995 sales of

DM97.4bn.
He declined to specify what deci-

sions would be needed to round off

the restructuring begun with the dis-

posal of Fokker, the closure or AEG
and the planned sale of Doraier, the
maker of turboprop regional aircraft

Mr Schrempp indicated, however,
that businesses at Debls, the leasing,

software and telecoms division, may
well be expanded through new ven-

tures. He also declined to give details

about whether Daimler-Benz would
exercise an option to take full control

of Adtranz. the railway equipment
joint venture which it founded with
Asea Brown Boveri. the Swiss-Swed-

ish engineering group. Both groups
hold 50 per cent in Adtranz.

Mr Manfred Gentz, finance director,

said the group had no plans for a
rights issue but was considering the
issue of convertible bonds or bonds
with warrants in coming months.
Mercedes-Benz, the car and truck

division, raised sales by 8 per cent to

DM24.7bn. despite what it called a

“very weak economic environment".
Sales at the passenger car division

were driven by strong demand for the
new E-model, which registered 93,700

sales during the period under review,

a rise of 53 per cent
Commercial vehicle sales rose 4 per

cent to DMlQJJbn, but Mr Schrempp

warned that new orders already indi-

cated that such sales growth could

not be maintained.
Dasa. the aerospace division which

booked the bulk of last year's losses,

saw sales rise 7 per cent to DM2.9bn.
helped mainly by a strong perfor-

mance at Airbus Industrie, the Euro-

pean aircraft consortium in which
Dasa holds a 37.9 per cent stake. Air-

bus booked 132 orders in the four
months to April, more than it booked

in the whole of Iasi year.

Turnover at Debis rose 17 per cent

to DM4.1bn with the mobile phone
services unit reporting a 70 per cent

sales increase.

The three businesses left over from

what was once AEG, the electronics

and transportation division which
was wound up las: year, increased

sales 23 per cent to DM2.2bn.
• Mr Heinz Dhrr. Deutsche Bahn
chairman, said the group achieved
sales of DM7.3bn i35.06’dei in the four

months to April, up 4.7 per cent from
the year earlier, with long-distance

traffic rising *3 per cent and local traf-

fic up 5.3 per cent. AFX News reports

from Frankfort.

Mr Durr said revenue from long dis-

tance traffic amounted to DMl.fibn.

while local traffic revenue totalled

DMS.Fbn. In contrast, revenue from
goods traffic fell 3 per cent to

DM2.3bn.
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degree of safety.laogxoc ui ocuLCuy. Among the many sound reasons

why international bond investors should take a close look at German Pfandbriefe.

the most obvious is safety. Issued to refinance mortgages or loans to the public

sector, Pfandbriefe - which account for 40 % of the DM 3 trillion German bond

market — are governed by a strict legal framework. For example, they can only be

issued by specially authorized banks which themselves are also liable for each

issue. Moreover. Pfandbriefe must always be covered by separate pools with at

least identical yields and maturities. What’s more. Pfandbrief issues are monitored

by a state-appointed trustee. The record for investor protection? Pfandbrief

investors have never missed an interest or principal payment. And these bonds

generally offer a yield pick-up over Bunds. Market transparency is enhanced by

the PEX Index. So ifyour priorities call for safety, yield, a stable currency and long-

term value, consider the Pfandbriefe issued by Germany’s private mortgage banks.

For further information about German Pfandbriefe please contact

The Association of German Mortgage Banks (VDH) in Bonn. Fax (228) 9 59 02 44.

The German Pfandbrief
Solid from the ground up

GERMANY'S MORTGAGE BANKS

DEPFA-BANK. WIESBADEN

BAYERISCHE VERE1NSBANK AG,

mOnchen

HYPO-BANK, MUNCHEN
FRANKFURTER HYPOTHEKENBANK
CENTRALBODEN AG. FRANKFURT

DEUTSCHE HYPOTHEKENBANK
FRANKFURT AG, FRANKFURT

RHEINHYP, FRANKFURT

DEUTSCHE GENOSSENSCHAFTS-

HYPOTHEKENBANK AG, HAMBURG
BAYERISCHE HANDEL5SANK AG.

MUNCHEN

WESTHYP, DORTMUND
HAMBURGHYP, HAMBURG
MONCHENER HYPOTHEKENBANK EG,

MLINCHEN

50DDEUT5CHE HOOENCREDlTCANK AG.

MONCHEN

VMORTTEMBERGER HYPO, STUTTGART

BERUN-HANNOVERSCHE
HYPOTHEKENBANK AG, HANNOVER

HYPOTHEKENBANK IN ESSEN AG,

ESSEN

BERLIN HYP, BERLIN

ALLGEMEINE HYPOTHEKENBANK AG,

FRANKFURT

NORNBERGER HYPOTHEKENBANK.

NORNBERG

DEUTSCHE HYPOTHEKENBANK
(ACT.- GESJ, HANNOVER

* RHE1NB0DEN HYPOTHEKENBANK AG,

k6ln

• L0BECKER HYPOTHEKENBANK AG.

lQbeck

NQRDHYPQ BANK, HAMBURG
' CLF HYPOTHEKENBANK BERUN AG,

BERLIN

« BFG- HYPOTHEKENBANK AG, FRANKFURT

Wl-BANK, MUNSTER
* M-M. WARBURG & CO

HYPOTHEKENBANK AG, HAMBURG
WOSTENROT HYPOTHEKENBANK
AKT1ENGESELLSCHAFT. LUDWIG SBURG

board al subsidiary
The new chairman of Credit Foocier de France, the troubled

prouertv lender, yesterday pledged sweeping bt^rd changes at

one of its subsidiaries during an annual general meemyj

dominated by criticisms from irate mrnontj shareholders.

Mr Jerome Meysonnier. appointed by the French state

preuQuslv announced losses of FFrlO.Sbn (SfiQJbnl for 1995.

He planned to re-balance the board of Soci£te des Immeubles

de France, its 55 per cent-coutrolled subsidiary, to give more

voice to minority shareholders.

It also emerged during the meeting that three of the

company’s directors benefited from rental accommodation

owned bv Immeubles de France. Mr Georges Bonin, its

chairman. Mr Denis Vilarrubla. managing director, and Mr

Gerard Eldin had the use of apartments in central Pans for

which they paid at an average FFr65 per sq m. They stressed

this was in line with the rental policy for all tenants m the

company's properties.

Mr Bonin triggered resentment at the start of the meeting

by stressing the hall had been hired for only 90 minutes,

which led to angry exchanges.

Ms Colette Neunlle. bead of the association for the defence

of the minority shareholders, acting for a number of investors,

called for the resignation of those members of the board who

had s voted for a proposed merger with Immeubles de France

and Credit Foncier last September. Credit Foncier is now
technically bankrupt. She said the board's decision had been

against shareholders' interests. Credit Fourier's shares had

since fallen sharply and asset valuations had been shown to be

meaningless following FFrl3.6hn in new provisions unveiled

last month by Mr Meysonnier. Mr Bonin would not name
which director!? had supported the merger, and refused to put

it to 3 vote. Andrew Jack. Paris

CEZ profits slip in first term
Profits at CEZ, the Czech electricity utility, fell slightly in the

first quarter despite higher revenues, reflecting lower prices

paid by regional distributors and a rise in operating costs. In

the three months to March 31 CEZ earned pre-tax profits of

Kc«-. OSbn i$145m>. down from Kc6.37bn in the same period last

year. Operating revenues rose 14 per cent to Kcl6.37bn, on an

international accounting standard basis. Net profits fell from

Kc3.S6bn to Rc3.66bn.

Operating costs rose sharply to KcI0.4bn and included a 70

per cent rise in purchases of additional power supplies from

outside the company. Demand rose 10.4 per cent due to an

exceptionally long and cold winter, and CEZ increased its

share of the market from 76 per cent to 79.6 per cent CEZ
officials blamed the lack of a clear tariff policy between the

company and the country's eight regional electricity

distributors for the drop in earnings. Mr Gabriel Eichler. CEZ
chief financial officer, said only higher output offset the

profits slump caused by lower transfer prices with the

distributors.

CEZ did not alter its forecast of unchanged net profits of

Kc9.3bn and a rise of 4 per cent in pre-tax profits to Kcl5.9bn
for calendar 1996. But it said meeting these forecasts depended
on getting a minimum annual increase of l per cent in the

price it charges the distribution companies.
Vincent Boland, Prague

Oariant sales ‘stabilising'
Clanant the speciality chemicals group spun off hy Sandoz
last year, said sales were stabilising after a year of decline
caused mainly by the Swiss franc’s strength. Turnover fell S
per cent last year to 5Fr2.15bn (Sl.Tbni. This contraction

continued in the first quarter, with sales down 6 per cent, but
business had "picked up noticeably" in March and April.

In the first four months, sales fell 2 per cent in Swiss francs

and were static in local currencies. Meanwhile, operating

profits bad risen by 3 per cent to SFrl06m last year, because of
ccst-cutting. The company was aiming for double-digit growth
this year. Jenny Luesby

Kirch buys Telepiu stake
Mr Renato Della Valle, the Italian entrepreneur, said be bad
sold his 23.4 per cent stake in pay television group Telepifi to

Germany's Kirch group for LUSQbn. AFX News. Milan

CORRECTION

Bankers Trust
A full settlement involving all issues was reached earlier this

month between Bankers Trust and Procter & Gamble in their

two-year dispute concerning two derivatives transactions. A
contrary impression was erroneously given in the article on
risk management on page 7 of the survey on International

Corporate Finance yesterday.
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For the three months 22nd May, 1996 rc. 22nd August, 1996
the Notes will carry an interest rate of 5.5625% per annum with a
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payable on 22nd August. 1996.
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Nedlloyd upbeat despite
FI 15m first-quarter loss
By David Brown in Amsterdam

Nedlloyd, the Rotterdam-based
shipping and transport group,
yesterday reported a net loss of
FI 15m ($8.7m) for its first quar-
ter ending March - down from
the profit of FI 77m after
extraordinary items it man-
aged during- the same period a
year earlier.

Nedlloyd's performance was
roughly in line with analysts’
expectations and the shares
closed up 60 cents at FI 37.90.
The Dutch group reiterated

its view that although 1996
would be a difficult year -
especially in light of the con-
tinuing weakness in the ocean-
going shipping market - it

nevertheless expected to dose
the year at break-even or with
a small profit before extraordi-
nary gains.

This full-year operating
profit would be supplemented
by additional extraordinary
income related to its sale of an
offshore drilling subsidiary.
Neddrifi.

•' tteddrill was sold to Noble
Drilling Corp of the US in

April for $300m in cash plus
5m Noble shares. This gain
wd be posted in the second
quarter.

The FI 15m first-quarter net
loss was unaffected by extraor-
dinary gains. During the com-
parable period in 1995, a profit

of FI 20m on “ordinary
operations” was supplemented
by extraordinary income of
FI 58m.

First-quarter turnover was
FI 1.67bn. compared with
FI L64bn a year earlier. Of this.

FI 909m was generated by the
transport division and FI 687m
by ocean shipping.

Neddrill and other smaller
units posted operating income
of FI 15m against FI 3m for the
first three months of 1995, due
largely to higher rental income
and high capacity utilisation of
drilling equipment.

.
Nedlloyd's European trans-

port and distribution arm
reported a profit of FI 14m,
down from FI 17m in the com-
parable period. This decline
was attributed to weakness in

Nedlloyd Road Cargo/FTL-Spe-
cials.

By far the hardest hit was
Nedlloyd's ocean shipping divi-

sion, where results fell from a
profit of FI 24m to a loss of

FI 14m.
This figure was struck after

taking account of a FZSGm
profit from the sale of several

roll on/roll off vessels by Ned-
lloyd Lines.
Volumes were stable but

shipping tariffs declined dur-
ing the period. Adverse cur-

rency movements trimmed
another FI 10m off the divi-

sion's results.

Nedlloyd told shareholders
that slight glimmerings of an
improvement in the ocean
shipping market appeared late

in the first quarter, but added
that the market was unpredict-

able and that the year as a
whole was likely to remain
problematic.

On the other hand, it expec-
ted the European transport
and distribution ann would
likely turn in a better full-year

net result against the back-
ground of a continued improve
ment in its German Unitrans
subsidiary.

Ifil beats forecasts for year
By Andrew HHI in Mian

Ifil, the Agnelli family’s
industrial holding.company,
beat analysts’ expectations
with a net consolidated profit

for 1995 of L32L5bn ($206.to),

against L280bn In 1904.

The group, which has just

increased its stake in Flat, the
Italian automotive nn/i indu
trial group, has proposed a div-

idend of L120 per ordinary
share, and L140 per savings
share, against t.im and i.ian

respectively.

Ifil is one of two quoted hold-

ing companies controlled by
the Agnelli family, founders of

the Fiat group. It is in turn
controlled by Ifi. the other
holding company. Last week,
Ifi and Ifil confirmed they
would buy a 2 per cent stake in

Fiat from Alcatel Alsthom of

France. The L350bn purchase

n will take Ifi's direct stake in

fFiat to 19 per cent and Oil's

holding to 1&8 per cent

The holding company said
that last year the combination
of profit and dividends from its

main investments, after finan-

cial charges, had increased to

L235bn, against L175bn in 1991
Apart from the Flat stake.

Ifil also owns stakes in Groupe
Saint Louis and Danone, the
French food groups. La Rinas-
cente, the Italian retailer. Uni-

ces!, the cement group, and
Accor, the French hotelier.

Ifil said it had realised sub-

stantial capital gains on a
number of disposals including

the sale of Z2 per cent of Dan-
one. This enabled Ifil to depre-

date fully its Investment in

TJnlcem, mado during 1994 and

1995, taking a L121bn extraor-

dinary charge into the 1995

accounts.

The holding company, which
is headed by Mr Umberto
Agnelli, also confirmed it had
almost eliminated debt, which
stood at L604bn at the end of

1994. The group's consolidated

net equity increased to
L3,430bn, against L3,236bn a
year earlier. Ifil's parent com-
pany increased net profit from
L122bn to L130bn.
• Separately, Enel, the Ital-

ian state-owned electricity

company, announced a net
profit of Ll,147bn for 1995.

against Ll,033bn in 1994. The
company, which is earmarked
for privatisation, is to pay a
dividend of L85 a share to the
Italian treasury, its sole share-

holder.

Electricity sales at Enel
increased 3.1 per cent during
the year, compared with a 3J5

per cent rise in 1994. The group
said it aimed to establish a
wholly-owned subsidiary to

handle its overseas activities.

Privatisation of Enel will be
one of the main objectives of

the recently appointed centre-

left government of Mr Romano
Prodi. which must also estab-

lish a regulatory authority for

the sector.

Komercni Banka ahead 54%
By Vincent Boland in Prague

Kamer&tf Banka, the leading

Czech commercial bank, yes-

terday reported net profits of

Kcs2.26bn ($54Jhn) for the

three months to March 31, a 54

per cent rise on the same level

last year according to interna-

tional accounting standards.

The bank, which last week
completed the second tranche

of a global depository receipt

offering and a $250m eurobond
issue, said the jump in profits

was the result of increased

income from foreign exchange

and securities operations. Net

interest income, on the other

hand, fell &6 per cent in the

quarter compared with the

same period last year.

The bank said the quality of

its loan portfolio improved,
with the portion of standard

loans in its total lending port-

folio rising slightly from 61 per

cent to 61.9 per cent
The total level of reserves for

bad debt and general risks was
Kcs29.6bn and “fully covered
all potential risks”, the bank
said. Loan growth expanded by
6.3 per cent, with loans out-

standing at Kcs231bn.
Komertni’s balance sheet

totalled Kcs398bn at the end of

the quarter, a rise ctf 2.6 per
cent on the figure at the end of

1995.

Kamerfini's first-quarter fig-

ures continue a trend of good
results seen from Czech banks
in the second half of last year.

The banking sector has been
the target of heavy interest

from investors since the start

of the year in the expectation

that the worst of loan loss pro-

visions is behind the industry.

Analysts noted the growing
importance of non-interest

income to KomerSnl which is

seeking fresh areas of revenue
and profits as interest margins
continue to fall. Its net interest

margin in the quarter was 3.7

per cent, against an average of

4-37 per cent in 1995 and 5.63

per cent in 1994.

NOTICE TO HOLDERS OF THE VU PER CENT.

CONVERTIBLE SUBORDINATED BONDS 2007 (THE “BONDS”)

OF ROYAL INSURANCE HOLDINGS PLC
** NOTICE is hereby given that, in connection with foe proposed merger (“MeigeO between Royal

Insurance Holdings ptc (the “Company") and Sun Alliance Group pic (“Sun Alliance"!.

" proposals have been made to the holders of foe above-named Bonds (“Bondholders”) by die

Company. The proposals arc contained in a letter dared 22od May. 1996 ro tbe Bondholder,

capk-sof wtiich air available from ibe offices of lie paying agents specified below.

The Merger will be effected by means of a scheme ofanangemem under section 425 of tbe

. Companies Act 1985 in relation to tbe Company (the “Scheme"), under which all or the exisnn&

issued share capital of the Company will be cancelled and reissued to Sun Alliance. Under the

Scheme Sun Alliance will issue to former shareholder* of tbe Company 1,067 new ordinary

stores of2Sp each in Sun Alliance (to be renamed Royal & Sun Alliance Insurance Group pic)

(“New Shares") for every 1,000 ordinary shares of25p each in the Company (“Royal Insurance

' ^^^d^ditions of the Bonds provide, inter alia, that each bolder of a Bond will have

tbs right to convert bis or her Bonds into shares in the Company ot any time. Howv
Bondbokfcrs will receive man: shares in the Company ifthey convert their Bonds within a period

’

of 60 days after the Scheme becomes effective than ifthey exercise their conversion rights before

or after such 60 day period. Notice oftbe commencement of this period will be published in the

Financial Times. It is expected that the Scheme will become effective on Friday, 1 9th July 1996

- subiect. inter aBa, to regulatory clearances and the sanction of the Scheme by the High Court

TheComoany fans proposed a resolution to its shareholders to amend its articles of association so

that Bondholders who convert their Bonds after Che Scheme becomes effective will automatically

rtcewi 1 067 New Shares for every 1.000 Royal Insurance shares resulting from conversion.

An appropriate form ofconversion notice is available from the offices ofthe paying agents

"SS*(W«d is expected to be paid to holders ofNew Shares m die second halfor

- 1996 Although the record dale for this dividend has not yet been fixed it .s anuciparcd that

:Bondholders Sbo convert their Bonds dunng,*c 60 day period referred to above should

'TTUnLmt nf the Company unanimously recommends dial Bondholders exercise tbeir conversion

TuSK: after the ScSeme becomes effective so as «o benefi. from ibe enhanced

icnnsreferred to above. The Board of tbe Company, which has been so advised by

:SSSETlSSSonal Limited, considers this proposal to be fair and reasonable.

nunNC AGENTS
_ , f-, ...fumr Bankers Trust Luxembourg SA.
Bank??JnisI ""**!“* PO Box 807. 14 Boulevard F D Rooseveh,

1 Appold St^Br^te, L.24?0 Luxembou^.
• London ECZA 2Ht.

Cnxiit Suisse,

Pamdeplarz 8, 8001 Zurich.

Switzerland.

T>_ of a*Company accept responsibility fee ibe mfonnatlon contained .n .hi. notice. To ibe ofAc
have U*ca all reasonable care lo emure to. such «s *e

'

«hkh * regulated by The Securities and Futures tailed, is acting

pic for prorating ^^
pursuant U the ctcreise or conversion rights under ibe Bonds

The New Share* » be noted anon
^ . Aa of ,953 amended! nor underthe

ofSttaM SWO-JBVOOiboofftml^ido, drlK«4 =«

intoAc Ufd*d Sum except P«m«B®“ exemption dwefiwn- OMaMMn. I9M

Salomon takes innovative route to recovery
Vulnerability to weather patterns has prompted the French sports goods group to diversify

S
ix years ago lack of snow
sent Salomon, one of tbe
most famous names in

winter sports, plunging into
the red. Between 1989 and 1991

three consecutive poor winters
in Europe and North America
triggered cumulative losses for

the Annecy-based group of
more than FFr300m ($575m).
Tbe world's largest manufac-

turer of ski bindings has
devoted much of tbe past five

years to trying to ensure the
vagaries of global weather can
never again upset it so badly.

Hie fruit of its efforts should
be apparent today, when it

unveils its annual results.

The; are expected to show a
significant jump after the
steady progress since 1992.

Hie losses, though attribut-

able in large part to a 20 per
cent decline in the winter
sports equipment market, were
exacerbated by two other fac-

tors over which management
did have some control
The company - which

exports about 90 per cart of its

FFr4bn annual turnover - was
hit by the strength of the
franc. Ms Anne-Marie Berrette,

group secretary, estimates this

cost Salomon FFrlOOm; the
group was hedged against fluc-

tuations in the dollar but not
the yen, she says. Japan is

comfortably the company’s
largest single export market
More seriously, the group

also suffered a catastrophic 30

per cent decline in 199891 In

saJes of its Taylor Made metal-
wood golf clubs. These bad
soared from about FFr70m
when Salomon purchased the
company in 1984 to more than
FFrlbn in 1989-90.

But suddenly, sales stalled -

partly because of vigorous new
competition- Taylor Made bad
no new product with which to

restimulate demand. “We
should have anticipated tbe

need to launch a new product,"
says Mr Jeao-Francois Gautier,
Salomon chief executive.
Mr Gautier had arrived in

May 1990, just as the full

extent of the group’s problems
was becoming clear. He bad
been hpadfouiftHi from the con-
sumer products arm of Thom-
son. the electronics group, by
Mr Georges Salomon, the
group’s founder.

His blueprint for making the
group less vulnerable la

founded on diversification.

Under his leadership, the
group has branched into hik-
ing boots (in 1992), bicycle com-
ponents (in 1994), and snow-
boarding (in 1995). It plans to:

start mass producing roller

skates in 1996.

Mr Gautier’s medium-term
nhn is to derive as mtxch turn-

over from summer sports as
from winter. He believes sum-
mer sports will continue to

grow faster than their winter
counterparts. If present trends
continue, it looks like alpine

skiing may in 1996-97 account
for less than 50 per cent of
group sales for the first time.

Salomon’s diversification is

based on its ability to create

genuinely innovative products

capable of transforming the
markets into which they are

launched.

E ver since this ski bind-

ings specialist started
diversifying its progress

has been powered by design or
technology that set its prod-

ucts apart The best-known
examples are its rear-entry ski

boot lanm-hari in 1960 and the

so-called “monocoque” ski,

made from a single mould,
which first appeared In 1990.

Innovation will be an equally
important feature of Salomon
roller skates. “We won’t
launch a skate like today’s

skates,” Mr Gautier says.

Salomon

Salomon’s golf club sales

have meanwhile recovered,
hanks to the the so-called bub-

ble shaft, an innovation which
lowers the centre of gravity of

the club and increases the club
head’s speed. Golf club sales

rose 50 per cent to FFrLlSbn in

1995-96 on the back of this

development
Such an approach is

fjmtM-ringiiming anil expensive:

the group spends 6 per cent of

turnover on research and
development; it is not unusual

for five or six years to pass
between a derision to attack a
new market and the launch of
the first product
Most companies would come

under pressure to cut comers
and speed up this development
process. But Salomon has the
luxury of a family holding
company that still owns nearly

40 per cent erf the group's capi-

tal and % per cent of the vot-

ing rights.

Mr Gautier's biggest gamble
is the launch in September

1995 of a new range of multi-

purpose leisure footwear that

he describes as the “four-

. wheel-drive” of the shoe sector.

This will mean taking on
giants of the leisure footwear
sector, such as Nike, Adidas
and Reebok. If this prospect
worries Mr Gautier, he does
not show it If the others have
the edge in sheer size, he says,

Salomon has the “technologi-

cal savoir faire”.

T he company says sales

of the new shoes, which
retail at FFr500-FFr600 a

pair, have “started well". It is

aiming to lift non-ski footwear

sales from 420,000 pairs in

1995-96 to 645.000 this year.

Although Salomon's recov-

ery has been impressive, Mr
Gautier acknowledges prob-

lems remain. The winter sports

market ]<yig the group's main-
stay, is, he says, in “a bit of a
crisis”. The number of people

visiting ski resorts is stable,

but they are “doing less and
less alpine skiing and more
and more other things like

snowboarding”.
Although Salomon plans to

profit from this new market,

Mr Gautier says the trend
nonetheless poses the company
problems because “it means we
will need to manufacture more
and more different products”.

While this might favour large

companies such as Salomon in

the long run, for now, he says,

the situation is “delicate”.

From a financial perspective,

however, the group has seldom
looked sturdier, bring virtually

debt-free and with FFrTOOm <rf

cash in the bank. “We could

make an acquisition of up to

FFrl.7bn ifwe wanted to," says

Mr Gautier. “That's nice to

know, even if we don’t take

advantage of it”

David Owen
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Victor resumes dividend after four years
By Emiko Terazono in Tokyo

Victor, tbe Japanese audio
maker, posted a sharp recovery
in earnings on the back of
brisk sales of its digital pocket
cameras and high-end VCRs,
the yen’s depreciation, and
cost-cutting efforts. As a result,

it said it would resume divi-

dend payments for the first

time in four years.

The affiliate of Matsushita
Electronic Industrial said
unconsolidated recurring prof-

its - before extraordinary
items and tax - for the vear to

March soared 432.1 per cent to

Y5.5bn ($51.4m).

Sales grew 4 per ceDt to

Y562_i5bn on steady demand for

value-added products such as

high-grade VCRs and wide-

screen televisions.

The company also attributed

the earnings recovery' to

rationalisation, including the

integration of production bases

and reforms in the organisa-

tional structure.

After-tax profits rose to

YlSbo from Y79m in the pre-

ceding year, following the sale

of assets. With net profits per

share rising to Y9.75 from
Y0.31, the company will pay a
dividend of Y5 a share for the

1995 business year.

Victor posted an operating
profit of Y460m, recovering
from a loss of YSbn the previ-

ous year. It attributed the turn-

round to cuts in material costs

and the yen's depreciation
against the dollar.

Domestic sales rose 7 per
cent to Y2S2bn, while exports

nudged up l per cent to
YSSObn.

Consumer electronics sales,

such as VCRs, camcorders and

televisions, remained flat at

Y375.5bn while sales of profes-

sional electronic products fell 1

per cent to Y94.8bu. Electronic

components rose 48 per cent to

Y82.ebn and entertainment
software, i per cent to Y26bn.

On a consolidated basis,

sales totalled Y806.6bn. up 5

per cent from a year earlier,

while net consolidated earn-

ings rose 7.3 times to YUbn.
Despite the earnings recov-

ery. Mr Nobnkaiu Kaneko.
managing director, warned
that the environment for the

company remained difficult.

The strong yen and the down-

ward trend of domestic product

and service prices is continu-

ing to affect our audio visual

business," be said.

For the current year to

March. Victor forecasts a 44.3

per cent rise in non-consoli-

dated recurring profits, to

Y8bn, on a 4.9 per cent

increase in sales to Y590bu.

Net profits are expected to rise

2.4 times to Y6bn. On a consoli-

dated basis, sales are expected

to rise 5.4 per cent to YdoObn.

while net profits are forecast to

total Y6bn, up 39.5 per cent

Kawasaki Heavy defies yen’s

strength with 31% advance

PROFILE:

KAWASAKI HEAVY INDUSTRIES
Market value: S6.9bn Main listing: Tokyo

SALES
fYen 000 fcm|
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By WilRam Dawkins
in Tokyo

Kawasaki Heavy Industries,
the first of Japan's engineer-

ing. aerospace component,
shipbuilding and engineering
combines to report annual
results, yesterday announced a
slightly higher than expected

31.2 per cent rise in group
recurring profits - before tax
and extraordinary items.

The increase came on a

small. 1.4 per cent rise in

turnover to Yl,086bn (SlO.lbn)

in the year to -March, reflecting

the impact of the
yen's strength on the
competitiveness of KHI’s
export sales in the first half of

last year.

KHI has the highest expo-
sure to exchange rate fluctua-

tions of any Japanese heavy
engineer, with just under one-

third of its sales made abroad.

Export volumes declined by
nearly 4 per cenL
Net profits rose 61 per cent

to Yl6.46bn. and earnings fin-

ished the year up 7.58 per cent

at Y12.19 a share.

Analysts believe KHI, like

several other Japanese ship-

builders. made a loss on its

shipbuilding activities, disad-

vantaged by a high cost bases
in a world market burdened
with over-capacity.

The group did not give a

divisional profits breakdown
yesterday.

Its defence, ship engine,
plant and engineering divi-

sions were expected to have
been profitable, said Mr Mat-

thew Ruddick, equity analyst

at James Capel Pacific in

Tokyo.
Profits in KHTs motorcycle

division, where exports are

higher than in the rest of the

group, were under pressure in

the first half, but recovered as
the yen weakened later in the
year.

At parent company level.

KHI reported a 21.3 per cent
rise in unconsolidated recur-
ring profits, to Y27bn, and
more than doubled net profits

to Y16.16bn on sales up Z5 per
cent to Y94S.97bn. Parent
recurring profits are forecast

to rise 18 per cent to Y32bn in

the current year to next
March.

Within parent company
sales, shipbuilding fell nearly
40 per cent to Y69bn. while
KHl's automotive businesses
recorded a 15 per cent rise in

sales. Turnover at the energy
and environment division
expanded by 65 per cent
More light will be thrown on

the health of Japan‘s heavy

Gross yield 1-28*51

Earnings per share Yen 122

Current share price Yen 54]

SHARE PRICE
relative to the Nikkei 225 Average

130

120

*3 S-i-H:

’

™

1991 92 S3 94 85 96
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engineering conglomerates Heavy industry, the largest in

today when Kanebo. primarily the sector, are due to report

a shipbuilder, and Mitsubishi their results.

Ansett Airlines holds TNT to profit of A$32m
By Nikki Tail

in Sydney

TN'T, the Australian
transportation group, yester-

day announced a slump in

operating profits before abnor-

mal items and tax in the nine
months to end-March, at
AS69.Sm {$55.4m). It warned
that the full-year result would
also be "well below that of last

year”.

In the same period a year
ago. and on a similar equity-

consolidated basis, the com-

pany made A$102.9m.
After tax, and helped by a

AS16m abnormal surplus -

compared with last time's

AS14.7m charge - TOT turned
in a bottom-line profit of

AS32.2m. The comparable
result in the first nine months
of 1994-95 was A$34.8m. Total

revenues in the latest period

were AS5.53bn. up from
A$4.66bn a year ago.

TNT put much of the blame
for the downturn on its 50 per

cent interest in Ansett Air-

lines. the Australia-based car-

rier. which it is seeking to sell

to Air New Zealand. This made
"a significantly lower contribu-

tion".

More positively, it said that

pre-tax operating profits from
its wholly-owned businesses
improved to AS63.1m in the

nine-month period, compared
with A$55.6m a year ago. Sales

from these interests were
A$3.21bn against A$2-53bn.

According to TNT, this

underlying advance reflected

“strong performances” for the

express delivery businesses in

Germany, the UK and Italy,

and most of the logistics

operations.

However, TNTs Australian
express delivery unit saw-

static earnings before tax. in a
“highly competitive” environ-

ment. with the parent
company warning that this

situation was unlikely to
improve before the year-end.

Meanwhile, the “non time-

sensitive" freight business
overall posted a loss of A$17m
before interest compared with
last tune’s A$13_2m profit Aus-

tralian. Canadian and Brazil-

ian activities all faced
problems.

GD Express Worldwide, the

express delivery unit owned 50

per cent by TNT and also by
various national post offices,

remained in the red. although

its losses were reduced.

TOT said it was optimistic

about getting the Ansett stake

sale through by June 30: new
proposals designed to satisfy

the competition authorities in

New Zealand were filed earlier

this week.

drives rise

at Ricoh
By Michiyo Nakamoto
in Tokyo

Ricoh, the Japanese maker of

office equipment, reported a
firm rise in profits in ihe year

to March, on the strength of

buoyant demand for its copi-

ers. facsimile machines and
digital cameras.

Consolidated sales rose 9 per

cent to Y1.113bn t$10.4bn>

from a previous Vl.020.3bn
and pre-tax profits climbed 21

per cent from Y41.1bn to

Y49.obn.

The strong performance
came on increased sales of

office equipment both in Japan
and overseas.

Consolidated results were
not as strong as its parent
resnlts. however, partly
because of the weaker perfor-

mance of Gestetner. the UK
distributor of copiers which
was acquired last September.

At the parent level, recurring
profits were 47 per cent up.

from Y21.6bn to Y31.9bn.

Ricoh said that cost-cutting

efforts, such as tbe standardi-

sation or parts, also contrib-

uted to tbe better results.

In terms of products, the

company saw widespread
demand for its digital copiers,

including colour copiers, and
lor its fax machines which
incorporate copier functions.

Meanwhile, sales of digital

cameras contributed to a
strong rise in sales of photo-
graphic equipment.
Demand for digital cameras,

which allow the images to be
entered into a computer, has
been strong among business-

men. who use them to take

pictures on site and send them
on-line to the office. They are

also popular among individu-

als who make their own busi-

ness cards on PCs.

In the current year. Ricoh
expects sales to remain firm,

forecasting a 15 per cent rise

in consolidated sales to

Y1.2?8bn. Pre-tax profits, how-
ever. are not expected to rise

as strongly because of a

change in accounting rules in

the US which require larger

reserves for pensions. Ricoh
said. Pre-tax profits are fore-

cast to increase to YaObn.
while net profits will rise to

Y22.5bn.
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Komagai Gunn
suffers sharp fall

Kumagai Gumi. one of Japan's largestm^-aJ co^triiction

companies, yesterday
decline in annual

domestic competitors and report . i a
f . a

_j

profits. Unconsolidate. Into! in

Other Japanese construction poulB beUert hate

passed the bottom of the cycle, but nut humagai Gumi.

vSSS it forecast another decline in recurring profits, to

YlUmon turnoverdown to Y890bn. in the yarn- to next March.

The group blamed its poor performance on fierce

competition for private sectornM>i
a

stagnant market for new office buildings. Public work,

turnover, lifted by the government's fiscal stumtius•PjAagjJ.

rose I0.i5 per cent to Y2S6.5bn. However, income from property

sales f-ll 16.2 per cent to Y3J.4bn. said humagai
5

William Dawkms. Tokyo

East Japan Railway edges ahead
East -Japan Railway, the largest operator to emerge from the

break-up of Japan's former national rail service, yesterday

reported a small rise in annual profits. The parent company

reported a 2.S per cent increase in recurring profits - before

taJ and extraordinary items - to YlOCLUbn. on sales up 0.5 per

cent tn Y1.960bn in the year to March.

Fewer people travelled by rail early in the year because of

the disruption caused by the Kobe earthquake in January

1SP5. However, increased freight revenues, an early response

to Japan's economic recovery, compensated, said the company.

Operating profits were down slightly, from Y388.2bn to

YoS3.7ba. but net profits rose a fraction, from Y57.3SbH to

Y57.4lbn. . , ,

Overall, high-speed trains were the star penormers last

vear. bringing in revenue of Y4S1.7bn. up from Y4l9.9bn in the

previous 12 months, while income from other services

stagnated at YlJSObn. William Dawkms

Asahi Glass upbeat
Asahi Glass. Japan’s fast diversifying top glassmaker.

yesterday reported a Y28.9bn ($269m) non-parent company
recurring profit - before tax and extraordinary items - for the

year to March. It also forecast a 14 per cent increase for the

coming year. Asahi changed the end of its accounting period

from December to March last year, so a comparison with the

previous 12 months is not available. However, the profit was

slight!'
-
less than Tokyo equity analysts' consensus forecast of

Y31bn.
The group said it had benefited from a recovery in the

Japanese domestic economy in the second half, with an
upturn in private sector capital spending and housing
investment. Consumer spending, however, had tailed to pick

up. it said. Accordingly, the company had strengthened its

marketing and cut fixed costs and assets.

Glass sales accounted for Y444bn, nearly half total

unconsolidated turnover of Y905.6bn. For the year as a whole,

demand from the construction industry declined and sales to

Japanese car producers stagnated, a consequence of the

slowdown in car exports. Sales of light bulbs, by contrast,

were firm.

Turnover in chemicals, the company's biggest

diversification, reached Y335£bn and experienced a recovery

in demand. Electronic components sales reached Y76.5bn,

helped by a buoyant market for integrated circuits and plant

equipment, said Asahi. It forecast a L6 per cent rise in sales,

to Y920bn. in the 12 months to next March.
William Dawkins

Banque Generate du Luxembourg in 1995

Important growth in Activity and Results

Sappi counts the cost of boldness
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Increase of domestic savings rate and of real estate investment credit

Increased demand for asset management and fiscal and legal engineering services.

Increase in money and capital market activities following operation of new trading room.

Increase in the bank’s activities as administrator of securities, investment funds and
other financial products

Consolidated Highlights (in millions of USD)
1394 1995 % change 94/95

Total assets 26.584 30;i57 + 13.4%
Amount due to customers 18.341 20,054 + 93%
Claims on customers 4,388 4,568 + 4.1%
Clairrtsrofl credo tnstrtubans 13.191 14.722 *11.6%
Securities portfolio 2.705 3.S18 -i-41 2%
Own funds1" ... 1.246 1.ZS9 .+ 34%
Profit for#® financial year 92 102 +11.0%
Dividendper -share ( jn L'a?/9 . ’34 :

. •40
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Despite
industry woes,
and heavy
debt, the group
is happy with
SD Warren

S
appi surprised tbe paper
industry in the autumn
of 1994 when it outman-

oeuvred Aijo Wiggins Apple-
ton, its Franco-British rival, by
snapping up SD Warren of tbe
US. The bid, the largest ever

struck in the US by a South
African group, catapulted the

hitherto obscure company into

tbe international arena.

But although Sappi’s strat-

egy looked valid - the com-
pany became world market
leader in coated paper - there
were concerns at the time that

the South African company
might have overpaid. Many
believed it would struggle to

pay down the resulting debt,
particularly given that the US
paper cycle looked like peak-

ing. Since the deal was struck,

those concerns have looked
increasingly prescient.

However. Mr Eugene van As.
executive chairman, dismisses
suggestions he paid too much.
For one thing, the transaction

price was S1.47bn rather than
the publicly announced $i.6ba
This, he says, was because
Scott Paper, SD Warren’s own-
ers. sold the business debt-free.

Mr van As insists SD Warren
has turned out to be an excel-

lent business, although Sappi
has had to invest substantially

and alter operating procedures.

“Scott was really insular," he
explains. “Management
thought it had been running
the business really well. But
when we showed staff best

practice in South Africa and
Germany, their first reaction

was disbelief. Now they're
delivering."

Investment has included an
information technology system
installed within three months.
“Previously, It was almost
impossible to tell what was
going on," explains Mr van As.

And the company has put
money into safety. Accident
rates at some mills were unac-

ceptably high.

The South African company
has also given management its

head. "Previously, if SD
Warren people wanted to get

anything done, it had to be
cleared in triplicate by head-

quarters, Now we tell them to

just go and buy what they
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Eugene van As: 'Unlike some paper companies, what you see is what you get’
A5hl*v AShWDQd

need. They have to deliver, of

course. We don’t tolerate sleep-

iness. but there's uow an
energy in tbe company that
just wasn't there before." says
Mr van As.

The results speak for them-
selves. sal's Mr van As. Sappi’s

US mills have increased
annual production by 200,000
tonnes. And the group has
increased its US market share
in coated free paper by 2.5

percentage points to 27.5 per
cent.

However, improvements in

operational efficiency have
been more than oBset by the
collapse in paper prices during
the second half of 1995. SD
Warren may have been eam-
ings-enhancing in Its first year
under Sappi, but Mr van As
admits he’s not sure whether it

will be this year. "It’s not mak-
ing what it earned last year,

that’s for sure,” be sa^.

M r van As admits the

collapse in pulp and
paper prices hit

Sappi doubly hard. First, it

reduced cashflow from tbe US
operations which would have
helped pay down Sappi's dol-

lar-denominated debt. And
secondly, it stalled a possible

New York Stock Exchange
quote last autumn which was
also aimed at reducing Sappi's

gearing.

“It's no secret we were
looking at a quote, and there’s

no point having a quote with-

out raising equity," explains

Mr van As. But after the halv-
ing in pulp prices from a peak
of $1,000 a tonne last Septem-
ber. tbe exercise was put on
hold.

Gearing is between 90 per
cent and 95 per cent, says Mr
van As. although he stresses
there is no off-balance sheet
financing. "Unlike some paper
companies, what you see is
what you get.” be says.
Sappi has taken some action

to relieve its predicament The
group has paid off S170tn in
debt and refinanced its US
bank borrowings, reducing the
interest burden by between
$Sm and flOm a year. The
group is also receiving some
help from its German busi-
nesses which have recently-
picked up. Cashflow is cover-
ing interest payments, says Mr
van As.
But what will reallv help is a

recovery in pulp prices later
this year, says Mr van As
“The ratcheting down of inven-
tories has been dramatic
There has been a big move-
ment in inventory from pulp to
paper, and there’s a lot of
unannounced downtime
reducing production. Spot
prices were below $450. Now
nobody’s paying that tittle
Pulp prices should continue to
recover and could reach about
$650 a tonne after the summer
and maybe $700 by year-end!
As long as world economic
growth remains steady, there
will be no overcapacity until
mid-1998 when new Asian

machines come on stream.”

Even if there is an upturn.
Sappi will not be embarking on
more acquisitions. Mr van As
believes the pace of industry'
concentration could quicken,
especially in Europe, where
“quite a lot of coated paper
capacity is coming in between
now and December 1997".

N o other global industry
has its top 10 or 15

players sharing as lit-

tle as 15 per cent of the mar-
ket. “That will have to

change." he says. "You're get-
ting pan-European mer-
chants

, . . and they don’t
want to deal with every Tom,
Dick or Harry in every coun-
try- And publishers are moving
towards fewer suppliers." But
the squeeze on balance sheets
caused by the downturn in
pulp and paper prices means
mergers are more likely than

acquisitions, he insists.

In the meantime, Mr van As
remains unrepentant about the
SD Warren acquisition. The
business is a good one. he
insists, and he would prefer to
overpay for a good business
than gain a bad one on the
cheap, “if the market turns
bad. you've still got a good
business. If it was a bad busi-

ness in the first place and the
market turns down, then
you're really in trouble."

Paul Abrahams and
Alison Maitland
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No one carries more weight in the world financial market than the new Chase client.

Banking, at its essence, is about a total commitment

to anticipating and serving client needs. Thats exacdy

what the new Chase is about— combining the

strengths of two institutions that in all their years of

existence have had a history that revolves around

client relationships. And now that were bigger and

stronger, we want to make sure you know that we will

leverage our global strengths and leadership positions

across a breadth of global products to focus more on

our clients than ever before.

That means we will work harder to know your

needs more intimately than any bank in the world. We

will make every effort to win your trust more than any

bank in the world. And we will do our very best to pro-

vide the exact integrated solution for your unique

demands, with more speed and efficiency than any

bank in the world.

Were really excited about the changes the new

Chase is committed to achieve. Not just for us but for

our clients. After all, that’s what banking has always

been about.

First Row: Don Layton, Dick Matteis, Ed Miller, Michel Kruse, Walter Shipley. Tom Labrecque, Bill Harrison, Arjun Mathrani, Jimmy Lee, Jim Zeigpn

Second Row: Cynthia Green, John Fox, Herb Aspbury, Carol Burt, Paul Brandow, Paul Beckwith. Doug Anderson, Henry Gooss,, Suzanne Hammett, Terry Todman, Aristides Georgantas, Jna Drew

Third Row: Maria Elena Lagomasino, SarahJones, Frank Lourenso, Nina Lihn, BemieJacob, HaroldMeyerman, JeffLarsen, JeffWalker, Dod Fraser, Kathy Tucker. Georges Vergnion

Fourth Row: Peter Gleysteen, Pat Bonan, Ken Lay, Nancy Mistretta, D’Arcy LeClair, Leslie Lassiter, Deb Talbot, Dexter Charles, Yvonne Cliff Karen Keating Mavis Taintor, Greg Nelson

Fifth Row: Carroll Wetzel Mark Richardson, Susan Segal Len Spalding Tom Swayne, David Nelson, Don Wilson, John Youngblood, Mare Shapiro, Barbara Luttich, Brian O'Neill

Sixth Row: Tom Reifinheiser, John Adams, Vivian Banta Eversole, Bruce Hannon, Charles Bauccio, Todd Maclin, Richard Edwards, Margaret Cording Alan Buckwalter

Seventh Row: Gene Marshall, Chris Rocker, Dennis Goggin, Morten Amtzen. JorgeJasson, Daniel Cartel, Bob Gillham, Bill Finnegan, Bill Rockford, Greg Parris, Robert Fallon

£> I9*K>The Chase Manhattan Corporation.
Please visit our website at: http://www.ehw
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Deal gives NBC
access to 25% of

US households

COMPANIES AND FINANCE: THE AMERICAS

Success of client-server software lifts profits 25%

Soaring program sales boost CA

By Richard Waters
in New York

Television stations directly
owned by NBC, the US net-

work group, will have access to

more than a quarter of all US
households following the
$425m purchase of stations in
San Diego, California, and Bir-

mingham, Alabama,
announced yesterday.
The acquisitions, for cash,

will give NBGowned stations

access to 25.1 per cent of the
national audience, just above
the 25 per cent ceiling allowed
under earlier US legislation.

That restriction was swept
away in this year’s telecommu-
nications act
NBC's purchase indicates the

high price the US networks are
prepared to pay to secure their

audience. The addition of San
Diego and Birmingham, respec-
tively the country’s 27th and
51st largest television markets,
adds only 1.7 percentage points
to its national coverage.

On that measure, yesterday's

deal appears a more expensive

acquisition than NBC’s last big

television station purchase.
Last summer, the General
Electric-owned group paid
$32lm for Outlet Communica-
tions, a company whose three

stations lifted its national cov-

erage by L8 percentage points.

The two stations are being

sold by New World Communi-
cations, a producer and distrib-

utor of television programmes
controlled by Mr Ronald Perel-

man. The two were already
affiliated with NBC, while New
World's remaining 10 stations
- which between them cover

13 per cent of US households -

are affiliates of the rival Fox
network.

The scramble by the US net-

work groups to lift their direct

ownership and control of local

television stations in part
reflects the competition offered

by Fox, which has made
inroads into the market of the
three established networks.

It was New World's decision

two years ago to drop its affili-

ation with the then-struggling

CBS in favour of Fox that
added particular urgency to

the rush by the networks to

secure the loyalty of their affil-

iates.

Mr Bob Wright NBC chief
executive, said yesterday that
“strong local broadcast sta-

tions and free, over-tbe-air tele-

vision will remain the corner-

stones of American television

viewing”.
New World said it would

report a $225m pre-tax gain on
the sale.

By Louise Kehoe
In San Francisco

Computer Associates reported

higher than expected warnings

for its fourth fiscal quarter as
sales of its client-server soft-

ware programs jumped 60 per
cenL

The software group reported

net income for the quarter
ended March 31 of $265.im, an
increase of 25 per cent over

$212.9m in the same period last

year. Income per share rose to

$L05 from 85 cents a year ago,

adjusted for a three-for-two
stock split in August
Revenues for the quarter

were up 38 per cent at (l.lbn

against

Wall Street analysts had
been expecting earnings of

about $1.02 a share. However,

CA’s share price dropped
sharply in early trading amid

concerns about the outlook for

the current quarter.

After a delay, CA opened at

$75, down $6% from Tuesday's

close of (81%. The shares

picked up to $76%, however,
after CA executives clarified

the outlook. ‘The business out-

look is strong and revenues are

still soaring.” said Mr Charles

Wang, chairman and chief
executive.

Earnings for the first quarter

will, however, be reduced by
scheduled writeoffs associated
with last year's acquisition of

Legent, a mainframe software

group, he explained. “This will

make earnings comparisons
difficult for the first quarter."

For the full year, revenues

were $3.5bn, an increase of 31

per cent from $2.6bn in the

previous 12 months. Net
income, before acquisition

charges, was $751.7m, or $2.98 a
share, up 28 per cent from
$586.5m. or $2.33, in the
previous fiscal year.

After charges, CA recorded a
net loss of $56.4m, or 23 cents a
share, compared with net
income of $431.9m, or $L7L last

time.

Mr Wang said CA's business

in the client server segment -

software used in computer

networks - grew 70 per cent

during fiscal 1996. During the

fourth quarter. CA formed a

strategic alliance with Digital

Equipment that will further

strengthen CA's market
leadership, he added.

Revenues from mainframe
computer software also
continue to grow, said Mr
Wang. "The mainframe is far

from dead. It has a new role in

enterprise networks.” In the

mid-range computer sector,

software sales also grew
strongly, he added.
CA said it had formed seven

new independent business
units to focus on specific

segments of the software
market

ValuJet seeks to reassure Wall St
By Richard Tomkins
in New York

ValuJet. the low-cost US
carrier, told Wall Street
analysts yesterday it expected

to rebuild itself as a “safe,

strong and profitable airline"

after the crash that killed 110

people earlier this month.
Mr Robert Priddy, chairman

and chief executive, said the
airline had $254m in cash on
band at April 30.

It also had liability insurance

of $750m - enough. Mr Priddy
said, to cover any claims

the airline foresaw.

The company was speaking
to analysts for the first time
since one of its DC-4 aircraft

crashed in Florida on May 11,

killing all the passengers and

crew.
So far, the cause of the crash

has not been established.
However, the accident raised

concerns about the safety of

low-cost airlines, and ValuJet's

share price tumbled on
concerns that passengers
would shun the airline.

Mr Priddy said that in the
week immediately following

the crash, ValuJet operated 80
per cent of its scheduled flights

and carried 75 per cent of the
customers who originally
bought tickets. The airline

filled 51 per cent of its seats.

Since then, flights have been
cut further so that ValuJet can
carry out what Mr Priddy
described as a “massive
ongoing aircraft inspection
programme”. On peak flying

days, flights are down from 320
to 200. ValuJet said it hoped to

bring its flight schedule back
up to 320 some time in the

fourth quarter.

Mr Priddy said booking
information was currently
“totally distorted", and that he
therefore had no clear
information on how bookings
had been affected by the crash.

He said the airline was not
planning any fare sale to

entice passengers back.

Mr Priddy said it was
unclear when the airline would
resume its previous growth
pattern, but said the airline's

fundamental business
remained intact and that it had
enough cash to afford it

“considerable staying power”.

This announcement appears as a matter ofrecord only

:

Next Telecom Inc

US$ 290,000,000

Series B Common Stock and Warrants

NEWS DIGEST

Pharmacia & Upjohn

cuts 20% of projects

Pharmacia & Upjohn, the pharmaceuticals company, is to halt

about 20 per cent of its development projects and focus on Bve

core areas after an extensive review of its research ana

development programmes. The company told analysts it

intended to focus its Slbn a year R&D programme on projects

"with the greatest prospects".

"During the remainder of 1996 and into 1997, we expect to

continue to concentrate our greatest energies on advancing

approximately 25 major products or line extensions now in

Phase n/Phase in clinicals or beyond, as well as expanding our

drug discovery activities through proportionally higher

expenditures and through external collaborations." it said.

The company named 13 projects with either "limited market

opportunities or unremarkable scientific data" that would be

eliminated and their budgets reallocated to core areas.

Projects to be discontinued or licensed out include

tallimustine for acute leukaemias, thymoctonan for hepatitis,

Linomide for leukaemia, Itasetron for anxiety and amperozide

for alcohol abuse. It will focus on oncology, the central

nervous system, anti-infectives, and inflammatory and

metabolic diseases. It will also increase investment in drug

discovery-oriented research to between 25 and 30 per cent of

its R&D budget.

Meanwhile, the company announced that it has completed

construction of a $35m joint venture pharmaceutical plant in

Suzhou, China. Upjohn Suzhou Pharmaceutical, which was set

up in July 1993. is 75 per cent owned by Pharmacia & Upjohn

and 25 per cent by Suzhou Pharmaceutical Factory' No 4, a

manufacturer of bulk pharmaceuticals. !

Upjohn Suzhou will employ 100 workers and manufacture

Pharmacia & Upjohn products, including antibiotics and 1

steroids. Commercial production will begin in June, the
i

company said. AFX. New York

Strong demand lifts Saks
Strong demand from investors pushed shares in Saks

Holdings, one of the best-known names in US retailing, to 50

per cent above their offer price in the first day of dealings

yesterday. In early trading yesterday, the shares were
f-hnnging hands at $35 - $12 above the top end of their price

range.

That price puts a market value of about $2.1bn on the

up-market department store that Investcorp. the

Bahrain-based investment group, purchased for $1.6bn in 1990

from BAT Industries of the UK.
Although much of the US retailing industry remains

depressed, recent months have seen a revival among luxury

goods sellers such as Saks, which has 45 department stores

and 19 other outlets in the US. Shares in Gucci, the maker of

up-market leather goods, which were floated by Investcorp last

October for $22, soared to a record $70% on Tuesday.
However, some analysts were wary of the Saks offering. “At

these levels I’m not enamoured of the stock, I think it is way
ahead of itself," said Mr David Menlow. president or IPO
Financial Network in Springfield. New Jersey.

Lisa Bransien. New York

Prudential America disposal
The consolidation of Canada's insurance industry has moved
another step forward with an agreement by Prudential

Insurance Co of America to sell its Canadian operations to

London Life, a domestic insurer, for about CSlOOm <US$73m).

Prudential joins several other foreign insurers that have
withdrawn from the over-crowded Canadian market in recent
years. They include the UK's Sun Alliance and Prudential
Assurance, and New York Life.

The pressure to rationalise has come from several sources,

notably slim rates of return due to cut-throat pricing and high

administration costs. Financial difficulties at a number of
companies in recent years have led the authorities to

encourage mergers and takeovers among the roughly 130 life

offices operating in Canada.
In addition, the threat of competition from the powerful

Canadian banks has spurred many insurers to reassess their
future. Prudential's assets in Canada, including life insurance,
and pension, annuity and mutual funds businesses, total

CfrL2bn.

The deal will increase London Life's share of the individual
life insurance market from 14 per cent to 18 per cent, and will
almost double its share of the group life and health market to
11 per cent. London Life, which is part of the industrial and
financial services group controlled by Toronto’s Bronfman
family and their managers, currently has assets of C$15J2ba
Its parent company will inject C$250m to maintain the
insurer’s capital ratios. London Life has significantly
expanded its international business in recent years. It expects
Asia to account for about one-third of new customers this

i'ear- Bernard Simon, Toronto

Canadian forestry groups ahead
Canadian forest products companies earned a total of C$5.8bn
(US$L2bn) in 1995, up from C$2.5bn in 1994. The 1991-93
recession led to accumulated losses of C$4. l bn. A study by
Price Waterhouse said sales rose 22 per cent in 1995 to a record
C$54bn, of which C$41bn were exports. The strengths in 1995
came from pulp and paper products with higher shipments
and prices. However pulp prices weakened sharply in the
fourth quarter and newsprint producers have curtailed m-
production severely this year, trying to maintain prices near
1995 levels. Wood products were weaker in 1995.
The industry lowered its debt-to-capitalisation ratio to 36 per

cent from 39 per cent in 19&L when restructurings were under
way. Wood costs climbed sharply in 1995, with a 28 per cent
rise in provincial stumpage and royalties. Capital spending
will total C$l0bn in 1996-97, up from CSSbn in 1994-95, and
will go for modernisation and environmental improvements.
Analysts expect 1996 results to be substantially lower than
those of 1995, with the second half better than the first.

Robert Cibbens, Montreal
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This announcement is neither an offer to purchase nor a solicitation ofan offer to seU these J^fptes.
<The Offer is made solely by the Offer

to Purchase ofPhilippine Long "Distance Telephone Company dated May 23, 1996 and the related Letter ofTransmittal, and is

not being made to and offers unU not be acceptedfrom or on behalfofholders ofthese 7s[otes in any jurisdiction in
which the making or acceptance thereof would not be in compliance with the laws of such jurisdiction.

Modified Dutch Auction Offer

by

O Philippine Long Distance Telephone Company
to purchase for cash

up to 40% (US$100,000,000) of the

outstanding aggregate principal amount of

10.625% Notes Due 2004
ISIN No. US718252AA75

THE OFFER WILL EXPIRE AT 12:00 MIDNIGHT, NEW YORK CITY TIME,
ON TUESDAY, JUNE 18, 1996, UNLESS EXTENDED (THE “EXPIRATION
DATE”) IN ACCORDANCE WITH THE TERMS OF THE OFFER.

Philippine Long Distance Telephone Company (the “Company”) invites holders of its 10.625% Notes Due 2004 (the
cc
Notes”) to tender their Notes to the Company at spreads designated by the tendering holders (provided, however, that such

spread is not greater than 2.35% nor less than 2.15%) over the yield to maturity of the 7.25% US Treasury Notes due May
2004 (

C6Reference Yield”), upon the terms and subject to the conditions set forth in the Offer to Purchase and the related

Letter of Transmittal (which together constitute the “Offer
35
)- The Company will not, however, accept tenders ofmore than

40% (US$100,000,000) of the outstanding aggregate principal amount of the Notes. Accordingly, tendering holders of the

Notes may be subject to proration in certain cases as described in the Offer. Tendering holders of Notes may indicate the

principal amount of such Notes that are being tendered for sale to the Company without specifying a spread. Subject to the

other terms and conditions of the Offer, tenders of Notes made in this manner will be accepted by the Company, and such

holders will receive the same price paid to all holders whose tenders are accepted. The Offer will expire at 12:00 midnight

New York City time, on Tuesday, June 18, 1996, unless extended (the “Expiration Date”), in accordance with the terms of

the Offer.

The offer is conditioned upon, among other things, the receipt by the Company of gross proceeds of at least US$365,000,000

from the issuance of Global Notes at or prior to 10:00 a.m. New York City time on the Settlement Date, as specified in the

Offer. Tenders of the Notes may be withdrawn at any time up to, but will become irrevocable at, 12:00 midnight on the

Expiration Date.

Promptly after the Expiration Date, the Company will determine the maximum price that it will pay for Notes validly

tendered and not withdrawn pursuant to the Offer, taking into account the principal amount of Notes so tendered and the

spreads specified by tendering holders to be added to the Reference Yield. The Reference Yield shall be determined as of

3:30 p.m. two New York business days prior to the Expiration Date, as calculated by the Dealer Manager in accordance with

standard market practice, based on the bid price, as reported in the Federal Reserve Bank of New York’s “Composite

3:30 p.m. Quotations for US Government Securities”. Subject to proration and the other terms and conditions of the Offer,

the Company will select a single spread to be added to the Reference Yield that will enable it to purchase 40%
(US$100,000,000) of the outstanding aggregate principal amount ofthe Notes (or such lesser principal amount of Notes as are

properly tendered at spreads no greater than 2.35% nor less than 2.15%) pursuant to the Offer, taking into account the order

of the specified spreads in respect of Notes validly tendered pursuant to the Offer, beginning with Notes validly tendered

with the maximum spread so specified. Subject to proration and the other terms and conditions of the Offer, the Company
will accept all tenders of the Notes that are made at or above the minimum spread selected by the Company, together with

all tenders of Notes for which no spread is specified, and pay to such holders of the Notes the maximum price using the

minimum spread selected by the Company (even if the minimum spread selected by the Company is lower than the spread

specified by the holder).

Lehman Brothers International (Europe), Citicorp Securities, Inc., and their respective associates have or may have positions

or holdings in the Notes and have provided significant advice in relation to the Notes within the previous twelve months.

Requests for copies ofthe Offer to Purchase, the related Letter ofTransmittal and other relevant information

should he directed to the Dealer Manager:

Lehman Brothers International (Europe)
One Broadgate

London EG2M 7HA, England
Attention: Magnus I. Gundersen
Call collect +44-171-601-0086

In New York:

Marias J. Torrellas

Call collect +1-212-528-7581

or (800) 438-3242

In Tokyo:
Mark C. Mallia

Call collect +813-5571-7130

In Hong Kong:
Huy D. Hoang

Call collect +852-2869-3529

Tender Agent:

Citicorp Securities, Inc.

Issued by Lehman Brothers International (Europe), regulated by the SFA May 23, 1996
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Kingfisher sales pick up
By Geoff Dyer

Kingfisher provided further
evidence yesterday that confi-

dence is returning to the high
street when the retailing group
announced a stronger than
expected rise in first quarter

sales.

Boosted by above-forecast
sate growth from Woolworths
and B&Q, the hone improve-
ments business. Kingfisher
increased like-for-like sate by
6.4 per cent.

The figures follow Tuesday's

up-beat statement on consumer
attitudes from Marks and
Spencer.

Shares in Kingfisher, which

were up 14p on Tuesday after

M&S’s comments, rose a fur-

ther I2p to 620p yesterday after

the group announced an 11 per
cent advance in total retail

sales to £L24bn ($L88bn) in the

13 weeks to May 4.

The news contributed to fur-

ther share price rises across

the retail sector, with Dixons
up 8p at 504p and Argos 9p
higher at 72Sp.

B&Q, which disappointed
analysts last year after sales

growth slowed dramatically in

the second half, increased like-

for-like sales by 3.4 per cent in

the first quarter of this year.

Demand was particularly

strong in April.

The recovery was seen at

both the large format Ware-

house stores and at the smaller

Supercentre stores, which were
particularly badly hit last year.

The sharp fall in B&Q's profits

last year led Kingfisher to cut

investment on Warehouse. One
analyst said yesterday that the

recent upturn in the market
showed this decision had been
“a knee-jerk reaction".

Woolworths, which reported

an improved performance last

year, increased like-for-like

sales by 7.5 per cent while
comparable sales from Comet,
the electrical retailer, were up
13 per cent, boosted by spend-

ing on personal computers.

Demand for mobile phones
helped Darty. the French elec-

trical retailer, to increase

like-for-like sales by 5.1 per

cent and Superdrug advanced
comparable sales by 2 per
cent

Sir Geoffrey Mulcahy. chief

executive, said the trend in

sales was "encouraging”, but

cautioned that apart from
B&Q, the group's businesses

were dependent on the second

halt

Kingfisher also announced
that it was to seek a listing on
the Paris Bourse because of the

strong interest in its shares

from French investors, largely

due to Darty.

Liberty to close regional stores
By Geoff Dyer

Liberty, the retail and textiles

group, yesterday announced
the closure of its lossmaking
chain of 20 regional stores at a
cost of £5m ($7.6m>.

The widely expected store

closures, which follow a strat-

egy review aimed at redressing

several years of declining prof-

its. wifi result in the loss of 350

jobs, over half of which are
part-time.

The group also announced
the appointment of Mr Andrew

Garety, former finance director

of Boddington Group, the pubs

and hotels company, as its new
finance director.

The £5m charge means that

the group, which has already

framed that profits before

exceptional in the year to Jan-

uary 27 will not be more than

£2.1m, will record a substantia]

loss when it reports on June 7.

Liberty said the results would
include further provisions and
confirmed that there wifi be no
final dividend. Shares fell 15p
to 355p on the news.

Mr ian Thomson, chief exec-

utive. said that the regional

branches, which stretch from
Glasgow and Edinburgh to

Exeter and Brighton, did not
complement the group’s flag-

ship branch in Regent Street

"The Regent Street store

offers a unique assortment and
we were unable to replicate

that elsewhere," he said. The
chain of shops, which was
developed in the 1980s, had
been lossmaking for a number
of years. Mr Thomson said the
group now wanted to increase

Investment in the Regent
Street store and to expand its

airport shops business.

In addition to its two shops
at Heathrow Airport, a third

opens today and a fourth will

open later this year. Liberty
was also looking to expand its

international operations.

The appointment of Mr Gar-
ety follows a boardroom
shake-up last month, which
saw Mr Thomson replace Mr
Patrick Austen as chief execu-
tive and resulted in three other
directors leaving the board.

Bass 10% higher at £289m
By David BiackweH

Strong performances from
managed pubs, soft drinks and
Holiday Inn hotels more than

offset a fall on the leisure side

at Bass, which reported a 10

per cent rise in interim profits

yesterday.

The shares rose 20p to 788p
as City analysts pushed their

forecasts up by between £15m
and £20m to about £670m
(Sl.OSbn) for the full year. "The
market seems to be in love
with Bass at the moment/’ said

one analyst
Pre-tax profits for the 28

weeks to April 13 rose from
£263m to £288m on sales 12 per
cent higher at £2.52bn
(£2£4bn).

Sir lan Prosser, chairman,
said the group was “very
strong financially. We have
good organic growth plus the

firepower to make acquisitions

- but we are under no pressure

to buy anything."

He would not comment on
the widely rumoured possibil-

ity that Bass was negotiating

to boy Carlsberg-Tefcley, the
joint brewing venture owned
fay Allied Domecq and Carls-

berg of Denmark. Buying the

third largest brewer would
return Bus to number one
spot in UK brewing following

Scottish & Newcastle’s take-

over of Courage.
Analysts yesterday added to

possible bid targets. William
Hill, the bookmaker owned by
Brent Walker, which wrote
down the value by £268m yes-

terday. But Sir Ian would only
add that Bass was always
looking to upgrade or increase

the size of all its outlets, and
"wherever we can add value, to

brand them."

Operating profits from Holi-

day Inn rose 16 per cent in US
dollars, and nearly 19 per cent
in sterling to £76m. The group
was continuing to drive the
quality of the hotels ahead. Sir

Ian said. Of more than 500
hotels already approved to join

the chain. 83 per cent were
newly built

The managed houses
increased operating profits by
more than 22 per cent to

£103m, helped by continuing
consumer preference for pre-

mium and packaged beers, but
underlying growth was closer

to 15 per cent While wet sales

per pub were up 7.5 per cent
food sales grew by 18 per cent,

excluding Harvester, acquired
last summer from Forte.

In the brewing division, beer
volumes were 1.5 per cent
ahead, with the move to pre-

mium product boosting profits

Sir Ian Prosser group was
‘very strong financially'

by 9 per cent to £72m. Sales of

Carling Black Label were now
at more than £lbn.

The leisure division's operat-

ing profits fell from £42m to

£35m. While profits at Coral
were flat the bingo side was
hit by National Lottery scratch

cards and the severe winter.
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Courtaulds acts

on price swings
By Jenny Luesby

Courtaulds. the chemicals and
fibres producer, yesterday

unveiled a ground-breaking

contract with one of its raw
material suppliers to end the

price swings that cut its pre-

tax profit by 13 per cent in the

year to March.
In a move that could have

implications across the chemi-
cals industry. Courtaulds has
set up a pilot contract with one

of its largest acrylonitrile sup-

pliers, pegging its raw material

prices to the prices it can
charge its own customers.
Similar deals are likely to

follow with other acrylonitrile

suppliers and with wood pulp
suppliers, said Mr Gordan
Campbell, who takes over as
chief executive in July.

These contracts will stabilise

the profit margins in Court-
aulds’ most volatile fibres busi-

nesses. acrylics and viscose,

which account for 23 per cent

of group sales.

Courtaulds buys 150,000
tonnes a year of acrylonitrile

in Europe, used to make acry-

lics, and 300,000 tonnes a year
of wood pulp, used to make
viscose and tencel, the group's

newest fibre.

Last year, the prices of acry-

lonitrile rose from $500 to

$1,500 a tonne before falling

back to $700. Similarly, wood
pulp rose from $500 to $1,200 a

tonne, before recoiling to $600.

As a result, acrylics and vis-

cose profits were “negligible",

said Mr Sipko Huismaus. chief

executive. Typically, these
businesses achieve profit mar-

gins of around 10 per cent.

The group's pre-tax profits

fell from Elal.lm to £l3l.5m

fS199Ani on sales up 7.7 per

cent at £2.3bn <£2.13bn).

In the fibres and chemicals
division, operating profits fell

27 per cent to £58m, with the

decline in acrylics and viscose

offset by profit growth in Ten-
cel - the group's newest fibre

- acetate and chemicals.

Tencel output doubled in the
final quarter to 45,000 tonnes a
year, and prices rose 8 per
cent.

In coatings and sealants,

operating profits rose from
E61m to ETlm, thanks to the
acquisition of Mehnert and
Veeck, which contributed
£4m. and strong growth in
Asia.

However, profits fell back 5
per cent to £19m in the poly-

mers division, following a
delayed site closure in the US.
The disposal of Amtico. Cel-

lophane and OPP raised just

over £l00m-
Eamings fell bv 20 per cent

to 202p (25.4p).
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Bass
While Bass's name has been

linked to every likely bid tar-

get in the brewing and lei- shoe pice relative to the

sure sectors, it demonstrated FT-SE-A Afl-Share index

yesterday that it is under lit-

tle pressure to deliver a deal.

There is a strong case for

substantial investment in its

existing businesses, and cap-

ital expenditure should

reach £600m this year. The

pub portfolio offers scope for

catching up with its peers,

through re-branding and

higher food sales. The Holi-

day Inn hotels business is

performing strongly, and
with 28 per cent of its hotels

undergoing modernisation
this year growth prospects remain exciting. Meanwhile, the

leisure businesses have reached their nadir in terms of com-

parisons with life before the National Lottery, and the group is

investing heavily in new bingo clubs. Bass should make prof-

its of £670m this year, putting its shares at a 10 per cent

premium to the market’s average prospective price-earnings

ratio. Since only 22 per cent of interim profits came from

brewing, with the remainder from faster growing leisure-re-

lated businesses, this seems more than justified.

Nonetheless, the catalyst for any further re-rating is likely

to be an acquisition. Brewing has been revived by the huge

success of Caffrey's and Hooper's Hooch, but the purchase of

Allied Domecq's Carlsbeig-Tetley stake would bring enormous

cost savings. Chairman Sir lan Prosser's statement that con-

solidation in the brewing industry would not mean price

increases was clearly aimed at the regulator - and it is

accurate, up to a point Bass would have to make same
sacrifices to win regulatory approval, but a profitable compro-

mise looks achievable.

1990 91
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Swissair offer stays grounded

I
t is not every day a com-
pany turns down an offer

for part of its business in

favour of one worth £15m less.

But that is what Allders
appears to have done in

choosing a £130m bid from
BAA for Allders International,

its tax and duty free business,

in preference to a £U5m rival

offer from Swissair.

Not surprisingly, the Allders

camp was yesterday going to

great lengths to justify its

acceptance of the lower offer.

BAA had provided a clean
unconditional bid, it argued,
whereas Swissair had not
tabled a legally binding offer

and had made any bid condi-

tional on supervisory board
approval.

Allders added that eight days
of exclusive negotiations with
Swissair in early May had
failed to produce a break-
through, and there was no cer-

tainty about a binding deal

even at the eleventh hour. It

was also clearly worried that

BAA might walk away,
severely damaging its negotia-

ting position.

Links between BAA and
Allders International go to the
heart of the deal because of the
management contracts
between the two groups at

seven of BAA'S UK airports.

Christopher Brown-Humes looks
at the battle for duty-free sales

including Heathrow and Gat-
wick. This is the most profit-

able part of the ADders Inter-

national business and accounts
for a substantial chunk of its

revenues.

Discussions only came about
because B.AA indicated it

wanted more direct control
over its retailing operations,

which would inevitably have
led to a severance of the man-
agement contracts. This would
have weakened ADders’ profit-

ability and could have dam-
aged its credibility in compet-
ing for business elsewhere.

I
t is perhaps puzzling that

Swissair wants to get into

a business that would
almost certainly lack the BAA
contracts and also faces the
strong possibility that the EU
wifi phase out duty-free sales

in 1999. ADders has said this

threat is one of its main rea-

sons for quitting duty-free, as
European sales account for

about one third of ADders
International's business.

But Swissair has shown a
determination to buDd up its

duty-free activities through its

Nuance subsidiary, which has
annual revenues of SFr315m
(£l68m). As part of its expan-
sion in this area, the group last

year bought two Australian
companies, Mcleod and City

International Duty Free Aus-
tralia.

Swissair already has duty-
free shops in Switzerland arid

Australia, off-airport shops in

Australia, and in-flight sales.

Analysts say Swissair also

has pressing reasons for want-
ing to diversify away from its

core airline business, given its

relatively small domestic mar-
ket and tiie longer term threat

to its business posed by larger

airlines and deregulation.

BAA, meanwhile, has said it

wants to build on its interna-

tional airport business, and
establish itself as “a major
player in worldwide airport
retailing". In the year to March
1995. it had net retail income otf

£360m, some 51 per cent of it

from duty-free.

What attracts both BAA and
Swissair are the opportunities

afforded by rising world travel
- a business projected to grow
by 6 per cent a year - and the

fact that airport travellers are

captive, often affluent custom-

ers, who are usually "demob
happy" when passing through
the departure lounge.

A growing part of airport

retailing falls outside

the traditional duty-

free categories of alcohol ami
cigarettes and hence would not

be affected by moves to scrap

duty-free sales.

ADders International, as the

world's second largest duty-

free retailer after DFS of the

US, would represent a substan-

tial platform for expansion for

either company.
BAA says acquiring ADders

would give it 4 per cent of the g
world market to DFS’s 15 per
emit. It is particularly excited

about opportunities in the fast-

growing Asian markets.
But" duty-free is not a sure-

fire recipe for success. Heavy
start-up costs can hold back
profits, as ADders' recent expe-

rience in Copenhagen and
Paris has shown.
The war of words between

Swissair and ADders was rising

in intensity last night, but it

may yet lead to a higher offer

than £130m, either from Swiss-
air or BAA. ADders sharehold-
ers should be able to enjoy the
auction.
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LME copper hit

by fresh turmoil

COMMODITIES AND AGRICULTURE
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By Kenneth GoocSng,
**rtng Correspondent

Fresh turmoil and volatility
swept the London Metal
Exchange’s copper market yes-
terday as the “longs" and the
"shorts" battled for the upper
band. The conflict saw the
price for delivery in three
months drop by $100 a tonne in
morning trading only to regain
an the lost ground by the dose.

„
Analysts said that such
choppy" conditions frequently

followed sharp falls in metal
prices of the kind copper has
seen since last Friday as the
market searched for a level at
which it could consolidate.
“This volatility could go on for
days or even a week or so.”
one said last night

Three-month copper dropped
to &345 a tonne at one point,
its lowest level for two years
and nearly 14 per cent below
the 1996 peak of $2,715 touched

as recently as May 9.

As the “shorts” - those who
had sold copper they did not
own in the expectation that
they could buy later at a lower
price - struggled to cover, toe
price rebounded to a day’s high
of $2,446. Three-month copper
closed at $2,430. virtually
unchanged thus Tuesday.
Meanwhile, the ferocious

technical squeeze that
gripped the market for cnmp
months continued to mairp
itself felt. The premium for
copper for immediate delivery
compared with three-month
metal widened during the day
from $60 a tonne to $110.

Analysts said this fridfcatad
that LME stocks were tightly
held. "It is very dangerous to
go short at a tune like this."
said one analyst "The shorts
will win eventually because so
much extra copper will be pro-
duced this year, but it will be a
bloody battle."

Peace brings deeper interest in Angolan diamonds
Michela Wrong reports on the first major attempt to mine the country’s kimberlite pipes

T he now quiet river val- cation, whether Angola’s 600 to 40 years, are estimated at up hasn’t it already been ees are hawfwwariTig prefabri- Mr Jose Ganga Ju
ley at Catoca, 22 miles pipes merit exploitation. to 200m carats. exploited? cated lodging for toe diggers SMC*s administrative din
west of Saurimo, capital Until now, the security risks Not everyone in the industry "We aeree that exude and into nlace. prectiner staraee believes the locals wQl nT he now quiet river val-

ley at Catoca. 22 miles
west of Saurimo, capital

of the Angolan province of

Lunda Sul, used to he a hive of

frenetic activity. Until July
some 4,000 ras^d gtutmpeims

i

(illegal diggers) worked the
slopes, extricating diamonds

! hidden in the alluvial deposits.

Today they are gone, then-

muddy scratchings filled in by
bulldozers and their shelters

tom down, while access access

is denied to all but authorised

personnel. Bigger plans are
afoot Catoca is about to host
an experiment, toe first major
attempt in Angola to mine
kimberlite, the volcanic pipes

where diamonds originate.

The project, awarded to
Sodedade Mtneira de Catoca, a
joint venture grouping the
state diamond company
Endiama with Odebrecht Min-
ing Services of Brazil and Rns-
sia's Almazil Rossfl-Sakha,
should give the first nniid indi-

cation whether Angola’s 600
pipes merit exploitation.

Until now, the security risks
associated with two decades of
civil war and the high quality
of gams washed up in Angola’s
river beds have discouraged
prospecting of the kimberlite.

"So far we have only
scratched the surface,” says Mr
Robert Jones, Odebrechfs min-
ing manager. “This is of
the most promising prospect-
ing areas in the world."

The Catoca kimberlite is esti-

mated to spread over 660 hect-

ares, malting it one of the
world’s largest deposits. SMC
plans to spend the first nfnp

years mining toe top layers. It

believes an annual L6m tonnes
of extracted kimberlite could
yield between 930-940.000
carats.

If that level of output is suc-

cessfully reached, SMC will

fund drilling to a depth of
400m. Potential reserves,

expected to be tapped over 30

to 40 years, are estimated at up
to 200m carats.

Not everyone in the industry
shares the company’s opti-

mism. Mr James McLusJrie,
consulting engineer for the

hasn’t it already been
exploited?

“We agree that grade and
quality has to be established,

hut we disagree about how
best to do it" De Beers itself

'So far we have only scratched
the surface. . . This is one of
the most promising prospecting

areas in the world 5

South African giant De Beers,
questions the wisdom of
launching into low-level pro-
duction while SMC is still sam-
pling tha quality of the pipe.

“The value of toe diamonds
per carat is uncertain, and
even in their feasibility study
tiie Russians admit they don’t
know what it is. That pipe was
discovered more than 30 years
ago - if it’s so great, why

was originally approached to
take part in the project but
pulled out when marketing
was awarded to the Russians.
So ter the project is in its

infancy. A treatment centre,

due to start handling 220
tnnnps of dirt an hour by Octo-

ber, is little more than a huge
brown gash in the vegetation,

being' worked over by a bull-

dozer. More than 350 employ-

ees are hammering prefabri-
cated lodging for toe diggers
into place, erecting storage
centres, workshops and clinics.

Catoca will be the most visi-

ble part of a government drive
to bring order to the anarchic
Lunda provinces, swamped by
garimpeiros when the govern-
ment passed a 1991 law allow-

ing individuals to own and sell

diamonds.
The aim is to return the

industry to state control by
awarding concessions to com-
panies that will work in tan-

dem with Endiama, market
diamonds through toe public

company and take on displaced

garimpeiros as employees.

Moving the garimpeiros off

the l«nd and relegating thpm
to less profitable river beds has
fuelled a certain hostility in

neighbouring Saurimo. Dia-

mond mining is the ma in activ-

ity in the town, which tripled

in size when the laws were
changed.

Mr Jose Ganga Junior,
SMC*s administrative director,

believes the locals will realise

they stand to benefit in the

long term. “Before, the only

people who profited were the

middlemen. The garimpeiros
themselves were paid in local

currency and had a miserable

existence. Our workers are

paid in dollars and there are no
middlemen.”
While the point is getting

across to the local population,

however, the company is tak-

ing no chances in a region
known for its lawlessness.

When SMC officials visit

Catoca they travel in convoy

and a contingent of well-armed

Angolan security men ride

gunshot alidad of thpm
“We have never been

attacked, but people here are

different," says Mr Ganga
Junior. “They have their own
rules, adminiker their own jus-

tice. If you break their rules,

you pay the price."

‘Australia ‘will not legisla

to extinguish native title’

RTZ-CRA sets deadline for zinc mine agreement

By Nikki Tail in Sydney

Mr John Howard, Australia's
prime minister, indicated this

week that despite pressure
from the mining industry and
backbenchers, his government
would not be legislating to
ensure that past grants of pas-

toral leases extinguished
native title.

Uncertainty was left in this
area by Australia's 1993 Native
Title Act, prompting an outcry
from the mining and rural
industries.

Miners and pastoralists
claim that major development
projects have stalled because it

is unclear whether would-be
developers are required to go
through a complex negotiation

process with aboriginal claim-

ants.

On Tuesday Mr Howard told
pBTHampnt that, while the gov-
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eminent would shortly be cir-

culating a discussion paper
outlining options for amending
the Native Title Act. "those
options will not include a pro-
posal through legislation to
ggHngnfch native title",

The coalition government is

thought to have received simi-
lar advice to the former Labour
administration - that if it leg-

islated on the issue, that law
could be chaiiwigpd under the
Racial Discrimination Act, and
also that toe government could
be liable for compensation pay-
ments.

Instead, the issue will be left

to the High Court, which is due
to hear a case involving native
title rights on land subject to a
pastoral lease next month.
However, most lawyers
acknowledge that any compre-
hensive determination in this

area by Australia’s highest

judicial authority may take
years to achieve.

In toe meantime, Mr Howard
said that the paper would can-

vas means of curtailing the
“right to negotiate” process, in

an effort to accelerate and sim-
plify the developer’s task. “The
notion that any option to pro-

pose a more stringent
approach to the right to negoti-

ate would would be taking a
right away from native title

holders which has not be taken
away from holders of other
common law titles in Australia

would not be a valid argu-
ment," he said.

Speculation that toe govern-

ment was disinclined to legis-

late in this area has been
mounting for several weeks,
prompting the discussion
paper to be delayed and party-

room meetings to be held with

dismayed backbenchers.

By NOdd Tart

RTZ-CRA, the
Anglo-Australian mining
group, yesterday set a June 30

deadline for reaching a settle-

ment with aboriginal groups in
northern Queensland that
would permit its proposed
A$Llhn Century rinr mine to
proceed.

The mining group gave a
conditional go-ahead to the
project - which would be the

world’s largest zinc mine - late

last year. However, it subse-

quently hanging clear that the

local Waanyi people were enti-

tled pursue a claim for native

title over land including the
mine site, and CRA has so far

foiled to win their backing for

any development in the
interim.

At CRA'S annual meeting in
Melbourne yesterday. Mr John
Uhrig, chairman, told share-

holders that until a few days
ago. it bad seemed likely that

the project would be put on

In toe light of RTZ-CRA’s problems with the
Century One project, Pasnrinco, toe Australian
metals group, is to ask the Dutch authorities

for a six to nine-month extention to toe July
1998 deadline set for toe Budelco smelter in the
Netherlands, Renter reports. Budelco has been
ordered to stop producing a hazardous waste
called jarosite by that time and the proposed
Century mine Is the only possible source of toe
“dean” concentrate the Dutch smelter needs.
Budelco, has an annual capacity of 200,000

tonnes or about 5 per cent of western world

requirements, and analysts suggest its closure

would cause a 10 per cent rise in zinc prices.

Century also needs Budelco because toe

smelter will take about half its projected output

erf 750.000 tonnes of concentrate (an intermedi-

ate material).

Korea Zinc, which is building a 170,000
tonnes a year zinc smelter at Townsville, near
toe Century project in Queensland, said Cen-
tury was only one of a number of potential raw
material suppliers and its smelter would be
built even if Century was shelved.

hold and the project team dis-

banded - a move that could
have led to the mine plan
being abandanned.
But be said that a meeting

last week of nearly 300 aborigi-

nal people given qualified

support, and there was also an
agreement to set up a more
formalised negotiation process.

As a result, the RTZ-CRA
board had rwfrfmftd until end-
June its decision to cease
expenditure on the project.

Mr Uhrig added that even if

broad support from the aborigi-

nal Mwmmmily w2S forthcom-
ing by then, the company
would still need secure legal

title by the end of September.

It would also need confirma-

tion from Pasminco, the Aus-
tralian zinc producer, that it

would buy a large part of Cen-
tury’s output for use in its

Budel smelter in Holland

• plans by Energy Resources
of Australia, part of the Mel-
bourne-based North group, to
develop a new uranium mine
is the Northern Territory have
been dealt a blow, with the
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local aboriginal landowners
saying that they do not want
the project - known as the
Jabiluka mine - to proceed.

They are also apposed to mill-

ing of Jabiluka ore at ERA'S
pnngtingr Ranger uranium mine,
which is nearby.
Jabiluka would be the first

new uranimn mine in Austra-

lia for more than a decade -

development having been
barred under the former Labor
gi ufpmTnpnfg “three-mines pol-

icy”.

Although both ERA and the

federal government have said

that landowners' permission
would be necessary for Jabfiu-

ka’s development, the situation

is complicated from a legal

standpoint because the tradi-

tional owners gave approval to

a different mine anhwmp for the
gamp ore-body back in the ear-

ly-1980s. ERA also said that

discussions were still continu-

ing between traditional owners
and the Northern Land Coun-
cil, the representative body for

local aboriginal interests.

Aside from the local land-

owner issue, Jabfiuka's devel-

opment is also dependent on it

winning environmental
approval - a matter now being
considered by Senator Robert
Hill, the federal environment
minister. Sanatnr Hill said that

he expected to meet members
of the Northern T^nd Council
on Monday.
ERA, meanwhile, announced

a nine-month profit after tax of

AtllJm to end-March, com-
pered with A$SAm a year ago.

CROSSWORD
No.9,076 Set by VIXEN

ACROSS
1 Transport in the soup? (5-3)

5 “Money is like muck, not
good except it be —”, so
Bacon wrote (6)

9 Tiles are made in such work-
shops (8)

10 Many, if retired, get to seem
restless (S)

12 Sort of paint responsible for

illness (9)

13 An American novelist - or
maybe two (5)

14 Refuse from the garden yields

excellent compost (4)

16 Satisfied constituents (7)

19 *Ihe odd components are sent
bran the Orient (7)

21 Very repetitive - only just
tolerable (2-2)

24 Gave aband all round (5)

25 Cheered an ensemble, being a
fan (9)

27 Scholars Edward thrashed (6)

28 The current rating (8)

29 This man's a high-flier — a
high-minded Individual (6)

SO With the old king even the
French is most colourful! (8)

DOWN
1 Bearing an readily available

drink (6>

2 There’s no overcrowded town
in Denmark (6)

3 Run through a thousand m
hHt-Jdng iron production (5)

4 Degenerate taking a prize (7)

6 Gripes about sound and pic-
tures (9)

7 Critical in the extreme,
though deeply impressed (8)

8 Set off for school, filling in
time (8)

11 Cold anger upset him (4)

is Appearing before the court
the head is upstanding (9)

17 Bread and ale together can be
bo easy to digest (8)

18 Criminal beasts generally
favoured (8)

20 Well-nigh parsimonious (4)
21 The guy working quietly

according to plan (7)

22 A tenant in time sees certain
material advantages (6)

23 Object to 29's organisation (8)
28 Set about the first woman

magistrate' (5)

Solution 9,075
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Bunds hit by money supply data
By Samer tskandar in London
and Lisa Bransten In New York

European markets weakened
in the wake of bunds after the

release of slightly disappoint-

ing German money supply
data. Liffe's June bund future

dosed at 9a 70, down 0.20.

The M3 monetary aggregate
grew by an annualised 1L2 per
cent in April, down from 12.3

per cent in March. Although
this figure was in line with

expectations, some analysts

had been hoping for a rate of

growth closer to 10 per cent
Economists at UBS in Frank-

furt said the slowdown could

nonetheless “serve as justifica-

tion for the Bundesbank coun-

cil to [start cutting] the repo

rate", perhaps from next
Thursday. They forecast a

gradual easing process. leading

towards 3 per cent by Septem-
ber from 3.30 per cent now.

French OATs fell in line

with bunds. Matifs June
notional future ended the ses-

sion down 0.34 at 123J32. In the

cash market, the 10-year yield

spread over bunds remained
stable at 2 basis points.

Analysts continued to locus

on signs of social unrest and
political instability. The
French franc weakened
slightly against the D-Mark,
which dispelled hopes of a uni-

lateral rate cut by the Banque

de France after today’s meet-

ing of its monetary policy

council.

Cades, the government
agency in charge of the financ-

ing of social security deficits,

yesterday chose Caisse des

D§pdts and Soci£te G&ndrale as

lead managers for a two-

tranche bond issue. The matu-

rities will be 2002 and 2007. The
amount is expected to be in the

range of FFr20bn to FFWobn,

GOVERNMENT
BONDS

UK gilts also closed lower

after a very quiet session.

Liffe's June long gilt future

settled at 106VS, down re-

Ms Marie Owens-Thomsen,
chief economist at BIP/Dresd-

ner Bank in Paris, is bullish on
the UK market She says gilt

prices currently reflect gloomy
- but very unlikely - expecta-

tions on the political, deficit

and inflation fronts. She there-

fore recommends buying gilts

against most other European -

as well as US - bonds.

She predicts a tightening of

the 10-year spread over bunds
to around 160 basis points. At
yesterday's closing levels, this

spread was down by one basis

point at 173 points.

Analysts at Merrill Lynch
also consider that “the gilt

market offers good longer-term

value". They do not rule out a

widening of the spread over

bunds to around 18D basis

points in the run-up to next

week's auction of £3hn of 8 per

cent gilts due 2021, but would

expect such widening to be

short-lived.

Italian bonds ended a quiet

session slightly lower. The pre-

sentation of the new govern-

ment's economic programme
came too late in the day to

affect the market
Liffe's June BTP future

closed at 115.44, down 0.21. in

the cash market, the bench-

mark. 10-year BTP lost 025 to

close at 100.61, leaving the

yield spread over bunds
unchanged at 318 basis points.

Observers expect a positive

reaction to yesterday’s com-
ments confirming the govern-

ment's commitment to rein-

ing- in inflation and public
deficits.

Mr Romano Prodt the new
prime minister, also told the

Senate he would seek, to

re-integrate the lira in the

European exchange rate mech-
anism as soon as a mini-budget

was approved.

The BTP future reacted posi-

tively to the announcements
on APT, Liffe's after-hours

automated trading system, ris-

ing by about one-eighth per-

centage point from its closing

leveL

Spanish bonds followed
bunds to end lower in subdued
trading. The June 10-year bono
future closed at 98.82, down
0.17. In the cash market, the

8.80 per cent bono due 2006
closed at 97.62, down 0.20.

US Treasuries were weaker
in quiet trading early yester-

day but with prices still in the

range they have held for most
of this month. Near midday,
the benchmark 30-year Trea-

sury was Vi lower at 88fi to

yield 6.869 per cent and the
two-year was down & at 99ft,

yielding 6.028 per cent.

The June 30-year bond fell &
to 109g. but Mr Richard Gil-

hooly, international bond strat-

egist at Paribas Capital Mar-
kets in New York, said the

future seemed to have found
support near the 109% leveL

He described trading in the
cash market as “lacklustre"
and attributed the modest
weakness to the declines in

European bond markets.

Bonds received some support
from a decrease in commodity
prices. By early afternoon the

Knight Ridder-Commodity
Research Bureau commodity
index was 0.73 lower at 256iS9.

The dollar was little changed
against the yen and the
D-Mark, changing hands at

Y107.01 and DM1.5410 com-
pared with Y107.16 and
DMJL5411 late on Tuesday.

ADR issue for Korea Mobile Telecom
By John Burton in Seoul

Korea Mobile Telecom (KMT)
will become the third South
Korean company to be listed

on the New York Stock
Exchange when it makes a

S375m American depositary
receipt issue in July.

Korea's main cellular phone
operator has been a perennial
favourite among foreign inves-

tors on the Seoul bourse
because of its high profit mar-
gins. with net earnings of
Wonl81bn ($232m) on sales of

Wonl,322bn in 1995.

Its shares closed in Seoul
yesterday up Won.15,000 at

Won765.000.
The offering will be the sin-

gle largest issue by a Korean
company to date on the NYSE,
exceeding the 5300m ADR
issues by Pohang Iron & Steel

(Posco) and Korea Electric

Power (Kepco) in 1994. KMT,
which is controlled by the
Sunkyong group, win also be
the first Korean company out-

side the state sector to gain a
listing on the NYSE.
Other Korean companies,

such as Samsung Electronics.

have encountered difficulties

in being listed on the NYSE
because of its requirement that

US GAAP accounting stan-

dards are accepted.

Most Korean companies
instead have issued global

depositary receipts in the Euro-

pean markets, where account-

ing rules are more flexible.

The ADR issue by KMT will

be based on (150m or new
shares to be issued at the end
of June and another $215m in
shares to be acquired by Citi-

bank from the US-based Tiger

Management fund.

It will be the first time that a
foreign depositary agency will

have acquired the outstanding

shares of a Korean company to

issue ADRs against the under-

lying shares. Goldman Sachs
win be the lead manager of the
KMT issua
KMT is raising capital

abroad to help finance the
replacement of its analogue
cellular phone network with a

digital system to compete
against its new domestic com-
petitor, Shlnsegi Telecom,
which began operations last

month.

Argentina

reverses

euronote

tax move
By David Rifling

in Buenos Aires

Argentina has scrapped a
controversial law that would
have obliged all private-sector

euronote placements in bearer

form to be converted to non-
endorsable, registered form.

The decree, issued in March
but applied retroactively to all

outstanding bearer certifi-

cates, was introduced in crack

down on tax avoidance by
Argentine citi2ens, many of
whom anonymously lodge
money offshore in Argentine
companies' eurobonds.
Mr Domingo Cavalio, econ-

omy minister, said tbe law had
been intended for share certifi-

cates only, but that Congress
had “unfortunately” extended
the norm to eurobonds.
“Today a decree will be pub-

lished exempting holders of
private bonds from the need to

Identify themselves," be said.
“1 think that the law did not

contemplate tbe situation of
old bonds issued in physical

form, and underestimated the

effect it would have, particu-

larly in Europe," said one
local investment banker. “The
government did show flexibil-

ity in understanding the prob-
lem and in trying to fix it, but
it doesn't appear to have been
well managed."
Mr Cavallo admitted that

the original biff, which he said

affected 12 companies with
outstanding bearer bonds, had
created confusion.

News of yesterday’s reversal

was warmly received by most
debt traders, many of whom
had been caught unawares by
the original legislation.

“We received dozens of
phone calls from people trying

to figure out what was going
on," said one analyst iu New
York. “Although today’s news
is positive, I think as a whole
it has been a pretty unfortu-

nate incident," he said.

Emerging market deals

attract strong demand
By Conner Middelmann

Emerging markets issuers

hogged the limelight in the

eurobond market yesterday,
attracting strong demand from
yield-hungry investors around
the world.

First off the mark was the

Republic of Turkey, whose
S300m three-year offering saw
such demand that it was
increased to 3400m - the larg-

est dollar transaction Turkey
has ever issued.

Although Turkey’s credit rat-

ings have not improved since

its three-year dollar deal last

September, the pricing on its

latest offering was vastly bet-

ter tbe previous deal was
launched at a spread of 300
basis points over US Trea-
suries. while yesterday's bonds
were priced at a spread of only
210 basis points.

Joint boob-runners J.P. Mor-
gan and UBS reported strong
demand from investors in Asia,

Europe and the Middle East
“There is widespread demand
for short-dated spread product,

and Turkey has tbe added ben-

efit of being an OECD sover-

eign,” said one official. The
deal was not marred by politi-

cal jitters after Ms Tansu Ciller

yesterday called for Prime Min-
ister Mesut Yilmaa to resign.

The Republic of Colombia

made a similarly successful

foray in the dollar market,

sparking talk that it, too,

might increase its $300m five-

year offering today. The bonds

will be priced today at 150

basis points over Treasuries,

said joint leads Salomon
Brothers and SBC Warburg.

Traders reported a solid

response on a global basis.

Qualified US institutional

investors can buy the paper
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under SEC Rule 144a. but Col-

ombia was keen to target tbe

bulk of the deal at Europe and
Asia, since it already has a

strong presence in the US.

Although European inves-

tors can invest in comparable
trtple-B credits closer to home,
such as Greece or Poland, Col-

ombia's more generous yield

spread was a significant attrac-

tion for them, dealers said.

Three Colombian parastatals

are expected to tap the market
this summer, said Mr Clemente
del Valle, director of public
credit, at a London roadshow.

J. P. Morgan and Salomon
Brothers have been appointed

to arrange a $250m Ride 144a

transaction for Fen, tbe energy

financing agency. Bancoldex,

the country's export credit

hflpk, js to issue a Samurai via

Nikko; and Iff, the state-con-

trolled development bank, is

likely to issue $100tn of bonds.

Bancomext, Mexico's foreign

trade bank, launched its first

dollar offering since last year’s

peso crisis, a $250m 10-year

Rule 144a offering via Bankers

Trust. The spread of 470 basis

points over Treasuries was
deemed generous. “We had cli-

ents who would have paid 455

for it," said a London trader.

Another emerging-markets

deal was a $30Qm structured

export note offering for Imexa
Export Trust, a vehicle which
has the benefit of receivables

generated by the sale of steel

slabs frum Ispat Mexicans to

Mitsubishi Corp of Japan.

Elsewhere, Canada con-

firmed plans to launch a global

five-year dollar bond of at least

$lbo via Goldman Sachs, Mor-

gan Stanley and RBC Domin-
ion. Tbe issue is expected to be.

launched today and priced?
tomorrow at around 14 basis

points over Treasuries.

Ford Motor Credit and the

Council of Europe are also in

the pipeline, with five-year

deals of $750m and $500m,

respectively.

NEW INTERNATIONAL BOND ISSUES

Borrower
US DOLLARS
Republic of Turkey
Republic of Coicmbka
Imexa Export Trust 96-llbJ)

SNCE
Peps/Ccfs)

Den Dangke Banfcictt:

Bear Steams Companiesfdtt

Si
Auflasare

GUILDERS
Ccmmerzoanfc O'sees Finances)

DANISH KRONER
Kcmmunekredit

Amount Coupon Price Maturity Fees
mi % tt

400 a_?5<» 99X06R Jun 1090 0.75R
300 w (ajR Jun 2001 0.625R
300 Ibl) (bl) May 2003 2£0
250 lust 90.177R May 2006 0X75R
150 6.375 99.821

R

Dec 1899 0^25R
100 rci) 100X0 Jun 2006 0^64
50 W1) 99.85R Jun 2001 025R

20bn 3.60 100.00R Jun 2006 0.335R

300 5.375 99A0R Nov 2001 0^75R

400 ie) 101.12 Jut 2001 1X75

*210(&to‘tf-99)JP Morgan Secs/UBS
+150(W1 5yr) Salomon/SBC Warburg
387W(5yr1 CS First Boston

Salomon Brothers Inti

Bear Steams tntJ

NBdco Europe

•-17M><8**-Ol)ABN Amro Home Owed

Den Danska Bark

Final terms. non-eaflabte unless stated. Yield spread (over relevant government band) at launch supplied by lead manager. * UnJsJod.

t Ffoeang-ratg note. * Setra-annuaJ coupon. Ft fixed ro-ofter not feee shown A re-ofler leveL a) Priced today, b) Bached by
recwaties generated by sales ol steel slabs from Ispat Mexicans to MUsiteishi Corp. Quarterly coupons. Average tfa 5 years, bi)

Pnced late*, a SZOOm launched 9/S96 was Increased to 5300m. Catabie from June 2003 at par. cl) 6-rrxh Libor tXTtfbp to June
2C03 end -iBTWbo thereafter, dl S200m bunched 20/5/35 was Increffiad to 5250m. Callable from Dec 1997 at par. d1| 3-mth Ubor
+25bp. et SX5X tc 17/7/99 and 0-25% thereafter. I] Long 1st coupon. a) Short 1st coupon.

WORLD BOND PRICES

BENCHMARK GOVERNMENT BONDS
Red Day’s Week Month

Coupon Date Pnce change Yield ago ago

BUND FUTURES OPTIONS (UFFEJ DM250.000 points of 100%

Ausbaia 10.000 Q2/06 108.0920 -0.070 877 8.77 9.05
Austria 6.125 02/08 97.6300 -0.370 a4Q 042 6.55
Belgium 7.000 05/06 102.2500 -0.13O 6.68 6.69 6.73
Canada* 3-750 12/D5 107.2500 -0.420 706 7.71 7.76
Denmark 8.000 03/06 104.0000 -OJ80 7A0 7X9 7.44

France BTAN 5T750 03/DI 100.75OO -0.250 SS5 5.58 5.72
OAT 7.250 DA/TO 1D554Q0 -0510 6.47 6.48 8X7

Germany Bund 8-250 04/08 90.5400 -0-230 6.46 045 048
frefand a000 08/06 102.7400 -0.150 7.59 7.83 7X2
Italy asoo 02/06 100.6100 -0S50 9.40t 9.54 1025
Japan No 140 6.600 06/DI 1109247 -O.170 2.41 2X1 1X6

No 182 3.000 09/D5 902*79 0.040 125 3.34 3X5
Nethertrexls 6000 01/06 97.4600 -0.360 6.38 6X3 6.44

Portugal 11.875 02/D5 117.1900 -0.170 094 0.05 928
Spain aaoo 04/06 97.6200 -0200 9.16 9.16 9.39
Sweden 8.000 02/D5 86.1150 -O.700 8.48 8.41 8.40

UK Gits aooo ISAM 102-08 -2B2 7.42 7X6 7.47

Strike

Price Jun Jut

CALLS “
Aug Sep Jun Jul

purs —
Aug Sep

0880 026 028 0X2 0.71 OXB 0X8 122 1.41

07DO 0X3 0-15 0X5 OX2 0X3 1X5 1.55 1.72

0750 0 0X7 022 0X7 0X0 1.77 1.B2 2.07

Esl voL KM, Cafe 16B1B Pus 19000. Prevtaue day's open tot. Cafe 262873 Pun 208336

NOTIONAL ITALIAN QOVT. BOND (BTP) FUTURES
(UFR5-)* Lira 200m IQOttw of 100%

Open Sett price Change Wgh Low Est. vol Open bit

Jut 115.68 11SA4 -021 115.77 11630 40207 87118
Sep 115.05 114X0 -021 115.05 114.75 564 7707

ITALIAN QOVT. BOND *TPJ FUTURES OPTIONS (UFR9 Lra200m lOOtha of 100%

LIS Treasury * 0X75
6.000

ECU (French Goaf) 7.500

London doatog. *Nw» York mid-day

t Cm pxdxfinp wtlhhokMng lor at

fttaoc US. uk *i aai*. otnw m <jk

12/06 08-04 -5/32 8.05 8X5 6.07
tom 106-12 -12/82 8.17 8.18 8.18
05/06 101-10 -18/32 E.S9 L34 £54
02/26 88-31 -20/32 887 6.84 634
04/05 103.7800 -0290 6J91 8XQ 7.01

YWdK Inert new mendwd.
IIS par earn reqreMt by norentenfcl

*taf Same: MMS (PMmsdaM

Strike

Price Jun
CALLS

Sep Jun
PUTS

Sap

11500 0.44 1.72 0 1.92

11550 0 1A9 0X6 2.19

11000 0 128 0X6 248

US INTEREST RATES
Latest Treasury Blls and Bond YMds

One north 5JJ7 T*o year

FYfrne ran Ten monh 5M Una rear___
Broker bn rate 7 Tine Mil-. 5.18 Rre yew
FHUinb 5,1 Sh north 5X3 10-ymr
FetUndert Mowdn,. - One year — 5X6 30-j«

BOND FUTURES AND OPTIONS

France
NOTIONAL FROWN BOND FUTURES (MATIF) FFr500000

Eel ml total one 3815 Pun 4880. Pmvtaue day's open n. Cafe tnztt run 1(19630

Spain
NOTIOWAL SPANISH BOND FUTURES (MEFF)

Open Sett price Change High Low Est vol Open Im.

Jun 09.11 96X2 -0.16 9023 08.75 99X51 55*15
Sap - 0129 334 1.154

UK
NOTIONAL UK 64LT FUTURES flJFTCT £50,000 32nda of 100%

Open Sett price Change Hgh Low Eat- vol Open InL

Jun 106-16 108-08 -008 106-16 106-03 60979 102781

Sap 106-15 105-09 -008 105-15 105-04 13341 21061

LONG CULT FUTURES OPTIONS (LUTE) £50.000 64ths of 10096

Strike

Price Jun Jul

CALLS -
Aug Sep Jun Jul

PUTS —
Aug

108 0-22 0-36 0-62 1-15 o-oe 1-18 1-44

107 0-02 0-17 0-40 0-54 0-50 1-83 2-22

108 0 OX7 0-22 0-35 1-40 2-53 3X4
Est- ML toaL CA 3038 PutO 40G2. Previous day’ll open Cota 47346 Puss 49013

Open San price Change High Low EsL vol. Open Im. ECU BOND FUTURES (MATIF) ECU!00.000

Jun 123.64 123X2 -0X4 123X6 123X8 122X51 154,218 Open Settprice Change *** LOW
Sep 122.14 121X4 -0X2 122.16 121.82 2X13 14,201 Jun 91.40 91.14 -0X4 91.40 91.00
Dec 120X8 120.60 -0X0 120X8 120.GZ 887 8.01B Sap 90.72 90.70 -0X4 00.72 00.72

LONG TERM FRSfCH BOND OPTIONS (MATIF)

Strike —

—

- CALLS -—— — - — PUTS —— —
Price Jun M Sep Jun Jul Sep

120 - - - 0X1 0X9
121 - - - 0.02 0.40 0.90

122 1X8 0X4 1.18 OX5 0.75 1X1
123 0X4 0X7 0X0 1X8 -

124 0.10 0.09 0-40 0.76 -

Eat «oL totaL Goto 14.340 Puts 11.457 . ftewxm day's upon Colls 147.427 Puts 185.746.

Germany
NOTIONAL GERMAN BUND FUTURES QJFFEf DM2SQ.000 IQOths ol 100%

Open Settprice Change Hitfi Low EaL vol Open InL

Jw 96.86 96.70 -02

0

0702 0662 184887 159677

Sep 9507 95.80 -0.19 96.07 05.76 13411 33184

UK GILTS PRICES

US TREASURY BQTO FUTURES (CBT) SlOO.OOO 32nde of 100%

Open Latest Change Fflgh Low Est voL Open int

Jun 109-17 100-14 -0-04 109-23 1D9-10 226.063 343.730
Sep 109-00 108-28 -0-04 109-00 108-24 38.228 62.132
Dee 108-14 106-11 -0-04 108-14 108-08 256 8.060

Japan
NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES
(LIFFE) YIQOm IQOttw of 100%

Open Close Change Hgh Low Est- toI Open M.
Jim 119.37 119.47 11933 1507 0
Sep TT8X1 118.41 11625 2671 0
UFFE futures Uto traced on APT. At Open Mamet Bps. ere kr premsa day.
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CURRENCIES AND MONEY

Sterling shrugs off European beef squabble
By Pb*p Gawfth

Sterling yesterday finished the
day slightly weaker, but it was
the victim of a firmer D-Mark
rather than independent weak-
ness flowing from Britain’s dis-
pute with its EU partners over
the export ban on British beet

P’M«*fc rallied on
slightly firmer than expected
German M3 figures, and the Ifo
business confidence index
whim indicated that the Ger-
man economy might be gather-
ing momentum. This put back
hopes of any near term easingm German interest rates.
The dollar closed in London

at DMl.5387, from DM1 5415
and at Y106.950 from Y107.06.
Sterling finished at

DM2.3236, from DM2.3331.
Against the dollar it closed at
$15102, from $1.5136. The trade
weighted index closed at 84.6,
from 84.8.

Within Europe the Finnish
markka traded slightly easier
at FM3.0785 per D-Mark, from
FM3.0630. This followed specu-

lation that it might enter the
ERM at about FM3.10/15 to the
D-Mark, a level higher than
previously thought

There was some surprise at
sterling's muted response to
the escalation of the beef cri-
sis. Mr Steve Wanwai>, hestd of
research at IBJ International
in London, said fids could be
seen as “a measure of how
credible the threat really is."

“The market really doesn’t
see this as a sustainable posi-
tion. I don’t think anybody
believes there wOl be real dis-
location."

Not all observers take such a
sanguine view of the beef
scare. Analysts at Independent
Strategy in London argue that

the it wlD affect European inte-
gration with negative conse-
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quences. Inter alia, for
“Southern Comfort”, or high-

yielding. currencies.

They reason that the UK
could prevent the introduction

of ERM-2, which requires a
unanimous vote. “This means
that French concerns about
competitive devaluations by
the Southern Comfort coun-
tries wxD grow. Then the SCC
wOl have no new EMU waiting
room to occupy before joining

the EMU club. This will leave

their currencies and interest

rates vulnerable to one of three
events: rising cynicism about
EMU; a strengthening D-Mark;
and a decisive turn in global

short-term interest rates. We
expect all three to happen."
Mr Ian Harnett, UK group

chief economist at SocGen in
London, said sterling had
responded better to the news
than gilts which fell sharply on
Tuesday afternoon. As an
aside, he noted how much
more stable UK monetary pol-

icy (assessed using the old
Treasury 4:1 rule - that a 4 per
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cent move in the currency is

equivalent to a one percentage
point move in short term inter-

est rates) had been since ster-

ling had left the ERM
“The trade-off between

exchange rate changes and
interest rate changes has
resulted in a much greater sta-

bility in monetary policy since
we left the ERM than when we
were in it" he said.

The April Ifo business cli-

mate index in Germany rose to
SL9 from 90.4 in April, only the
third rise in 17 months. This
lent support to the D-Mark,
although analysts at Salomon
Brothers in London believe the
expectation of higher rates
may be misplacecL
“The process of monetary

easing since 1992 is not far

from completion, but the
authorities probably still have
scope for a modest decline of
the repo rate down to about
three per cent in coining
months.
In particular, prospects for

new fiscal tightening in 1997

should reassure the Bundes-
bank that the anticipated
pick-up of economic momen-
tum will not result in any sus-

tained period of above-trend
growth, even next year.”

The main risk to this view
would be a sharp weakening of
the D-Mark.

Mr Avinash Persaud, cur-

rency strategist at JP Morgan
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WORLD INTEREST RATES

in London, believes that while
policy-makers may wish to see

a stronger dollar against the
D-Mark, “they are less keen to

see further weakness of the
D-Mark within Europe."
He notes that the D-Mark

has already fallen by 26 per
cent against the Italian lira
since March 1935 “and if Italy

wants to be eligible for ERM
entry it has to show greater

stability in the lira rather than
further and perhaps unsustain-
able strength."

Some observers believe the
Bank of Italy has already been
active on both sides of the rata
“They seem to be building up
D-Mark reserves with entry in
mind," said one economist “It

is the ideal time to do it with
the wind behind them."
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The Euroyen Future

from LIFFE and TIFFE.
The leading derivatives exchanges in Europe and Asia have linked op to offer global market users direct access to

the worlds most liquid Euroyen contractfopen interest, 1J2 million lots) throughout the trading day.

To find out more about the new Three Month Euroyen futures contract call foe Designated Brokers, listed below,

or any other LIFFE member. Alternatively, contact Satoshi Takenaka or Michelle Townsend at LIFFE on +44 171

379 2434/2432 or E-mail: advertising.inib@Iifie.com.

CAGF London Limited

Peter Benton

ING Derivatives (London) Limited

+44 171 626 0361

Cargill Investor Services Limited

Ricbani Yuan +44 171 283 6598

Credit Lyonnais Ronse Ltd

Alex Cooper +44 171 638 0293

Fuji International Finance pic

Andrew Bryan +44 171 826 3340

Paul Bethell

Nikko Europe Pic

Takirji Talayama

Nomura International pk
Patrick O'Brien

Sanwa Futures LLC
Graham J. Farrow

+44 171 390 2040

+44 171 222 7748

+44 171 454 0492

+44 171 3300350

GNI Limited

Hugh Morshead +44 171 337 3746

HSBC Futures,

a division of Midland Bank pic

Tun Sweeting +44 171 336 3622

TuUett& Tokyo
(Futures and Traded Options) Ltd

John Paul Miller +44 171 827 2401

Yamaichi International (Europe) Ltd
Greg Holley +44 171 638 7007

IBJ International pic

Ofrver Godden

http://www.lilfe.com/

+44 171 236 1090
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LONt OK STOCK EXCHANGE
MARKET REPORT

Weak future and pressure on sterling hit shares
By Steve Thompson,
UK Stock Market Editor

Heavy downside pressure on the

FT-SE 100 future coupled with a

decline in sterling and gilts, in the

wake of the hardening UK govern-

ment stance against the European

Union over the ban on British beef

exports, left UK equities stranded

yesterday.

The prime minister's move to

obstruct EU business in retaliation

for the beef ban was interpreted by
some market observers as heighten-

ing the political tension in the UK
and overseas. “The worry in the
market is that Mr Major may have

brought a general election date for-

ward by turning up the heat on
Europe ” said one duller.

The political pressures were
increasingly evident in the utilities

sectors, which are vulnerable to

shifts in political trends. One of the

market's most powerful broking
firms, Kleinwort Benson, drove the

sectors lower by some aggressive

marketmaking at the outset.

At the close of a difficult day. the

FT-SE 100 index was left with a 25.2

Joss at 3,7612. The market’s second

line stocks were also given a rough

ride, with the FT-SE Mid 250 index

only just outperforming the 100 and

posting a 16.9 fall at 1512.3-

It was not all bad news Tor shares,

however. The retailing sectors, both

general and food, provided a num-
ber of outstanding performers, as

did brewing.

Bass topped the Footsie perfor-

mance table, with the shares adding

15 per cent in the wake of better

than expected interims and an

encouraging statement on second

half prospects, Hard on the heels of

Tuesday’s excellent numbers from

Marks and Spencer. Kingfisher

pleased the market with good first-

quarter sales, prompting a good

showing from other retailers such

as Dixons and Argos. The big food

retailers posted good gains after one

leading broker adopted a bullish

stance on J. Sainsbury.

On the downside, however, the

financials and utilities were given a

rough ride, with the absence of any
of the much rumoured bids causing

another day of persistent selling

pressure and profit-taking in the
hanks and insurances.

“Any stock with a regulator was
given a pasting and the biotech

shares ran into a brick wall," noted

one marketmaker. In a bruised
hanking sector. Standard Chartered
held up well in the wake of an earn-

ings upgrade by Cazenove, the
bank's stockbroker, but NatWest
suffered at the hands of its broker.

The FT-SE 100 index was in nega-

tive territory from the off, burdened
by a poor showing by Wall Street,

where the Dow Jones Industrial

Average gave up 12 points. With the

future trading at a discount to cash

all day. marketmakers kept on the

downside pressure throughout the

session and the Footsie moved pro-

gressively lower as the day wore on,

only just managing to edge off the

day's trough during the final hour

of trading.

Sentiment was not helped by a

nervous opening by Wall Street dur-

ing the afternoon. The Dow Jones
Industrial Average was down
around 15 points not long after Lon-
don closed.

Turnover in equities at the 6pm
calculation was 806.1m shares.
Retail business on Tuesday was
worth £i.83ba.
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Broker
boosts
Sainsbury
Food retailers bucked the poor

market trend, boosted by a bro-

ker recommendation for one
stock and the positive tone
among general retailers follow-

ing a clutch of bumper figures.

The day's main talking point

was J. Sainsbury, which gained

6 at 379p in trade of 4m, after

Charterhouse Tilney turned a

buyer following “a good few

years" of caution.

Analysts at Charterhouse
met with the company earlier

this week, and Mr Bill Currie

at the broker said: "After a
number of years of manage-
ment inertia, the company now
seems to be taking a proper
course of action and making
key decisions."

Sentiment in the stock was
further enhanced by the posi-

tive trading update from King-

fisher, which revealed
increased sales at B&Q. its DIY
subsidiary. The hope is that
Sainsbury's Homebase and
Texas Homecare divisions, in

the same market segment, may
see a similar improvement

Yorkshire buyback
A big book balancing exer-

cise by one leading broker hit

the whole of the utilities sector

and masked potential good
news from Yorkshire Water.
Yorkshire announces figures

in two weeks' time and there

is growing confidence that it

will use the occasion to buy-

back 10 per cent of its shares.

That would give the com-
pany the opportunity to return

some £125m to shareholders. In

spite of the bad press that has
surrounded Yorkshire over the

past year, analysts believe the

return would be justified, as

Yorkshire has spent £170m on
customers over the winter by
upgrading its system.

Analyst Mr Philip Hollobone

of Williams de Broe said: "The
company could do two 10 per
cent buybacks, pay windfall

tax and still have 85 per cent

gearing. The new management
team is now in place and it will

want to make its mark."
Yorkshire fell 12 to 6l9p. but

hardest hit were National

Grid, which dropped 6 to

lTTVip, London Electricity, off

27 at 702p. Anglian Water, off

17 at 518p, and Yorkshire Elec-

tricity. down 23 at 707p.

BTR retreats
Leading conglomerate BTR

ended off 4
1
- at 290p after a day

of intense two-way trading
which hoisted turnover to an
above average 14m shares.

One leading broker was said
to have given its earnings fore-

cast for this year a further
trim, and a number of scare

stories about weak cashflow
were also said to be in circula-

tion. The shares were down 6

at one stage.

BTR has been a weak market
for the past month, taking on
board an annual meeting prof-

its warning and falling 11 per
cent in absolute terms since

late April.

Some dealers detected
switching out of the stock and
into Williams Holdings, which
move ahead 5 to 336p on the
back of a “steady as she goes"
annual meeting statement

National Westminster Bank
fell 12 to 627p as Salomon
Brothers and HSBC James
Capel cut their profit forecasts

for the company. Salomon
apparently lowered its current

year forecast by £580m to

£945m, while Cape! reduced to

£1.62bn from £1.91bn.

Capel maintained its buy
recommendation but said
restructuring costs resulting

from branch closures would be
higher than expected. Also.

NatWest Securities advised
switching into Barclays, which
lost 6 at 776p.

Engineering leader GKN
spurted from a strong base as a

marketmaker squeeze com-
bined with positive talk.

Some brokers were said to be
giving added push to the argu-

ment that GKN’s helicopter

and pallet and container rental

operations had significantly

reduced the group’s exposure

to the traditional engineering

cycle. At the same time, it was

rumoured that one top market-

maker had been forced to

unwind a big short position.

The shares have outpaced
the market by 17 per cent over

the past three months and 2

per cent on a one-month view.

They pushed ahead by 16 to

l005p yesterday.

Johnson Matthey burst
through to a new 52-week high,

rising 12 to 658p. The shares
have been in demand lately fol-

lowing a series of upbeat pre-

sentations.

Bass, the hotels, brewing and
leisure group, which jumped 20
to 78Sp. pleased the market
with interim profits at the top

end of forecasts. However, the

results did not have a signifi-

cant effect on the sector. Ana-
lysts, most of whom upgraded
their forecasts for Bass, said

the results were fairly compa-
ny-specific and followed good
results from other groups in

the sector such as Whitbread.

The most dramatic fall in the
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Genbel South Africa Limited
(incorporated in the Republic of South Africa)

(Registration number 05/32379/06)

("Genbel South Africa
-
)

The unbundling of Genbel South Africa:

The value of the cash offers and the net asset
value of Genbel Securities Limited

The South African Public Investment Commissioners (“PIC") have announced the terms

of the cash offers to be made to the shareholders of Genbel South Africa. The net asset

value of Genbel Securities Limited ("Genbel Securities
-
) has also been established for

the purposes of the unbundling exercise. These figures are material to alternatives 2, 4

and 5 available to shareholders.

The ful list of alternatives is as follows

Alternative 1: To remain invested in Genbel South Africa (no action required).

Alternative 2: To accept a cash offer for all shares held in Genbel South Africa. The
value of the cash offer to acquire shareholders' entitlemerit to the whole of the share
distribution is 1196 cents per Genbel South Africa share.

Alternative 3: To receive the share distribution from the Genbel South Africa portfolio.

Shareholders should be aware that this alternative may result In them receiving many
odd-lot shareholdings in the 24 companies to be unbundled.

Alternative 4: To receive shares In Genbel Securities and cash 'm respect of the balance
of the share distribution. The value of the cash offer to acquire shareholders’ entitlement

to the whole of the share distribution excluding the entitlement to Genbel Securities
shares Is 874 cents per Genbel South Africa share.

Alternative 5: To retain a smaller investment in Genbel South Africa white participating In

the new fisfrg of Genbel Securities with securities investment, trading and underwriting
operations. The net asset value of Genbel Securities tor purposes of calculating
shareholders’ entitlement to Genbel Securities shares Is 304 cents per Genbel South
Africa share. Accordingly, 25.42% of the existing shareholding in Genbel South Africa

wBl be cancelled in exchange for Genbel Securities shares.

Shareholders requiring information and assistance can ring the Genbel helpline in the UK
on 0171 404 0873.

Sandton

South Africa

22 May 1996
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The Financial Times plans to publish a Survey on

World Coal Industry
on Friday, July 5.

Do you want to reach senior decision makers in the world coal mining and

equipment business? Contact Anthony Hayes, He will tell you how. Tel: +44
121 454 0922 Fax: +44 121 455 0869.

George House, George Road, Edgkffton, Birmingham BIS IPG

FT Surveys

sector was Moriand. which
dipped 21 to 619p following a
"badly handled sell order",
according to one analyst
The stores sector, with one

of two exceptions, outper-
formed. Kingfisher's annual
meeting and trading update
was one of the catalysts, pro-

viding further reassurance
about increases in discretion-

ary spending. Kingfisher rose
12 to 62Gp. with several ana-
lysts upgrading their full-year

forecasts.

The market latched on to the

company's statement that
B&Q's market share was grow-
ing in a depressed market One
analyst suggested that this

could have been responsible
for Boots falling 11 to 612p,
with its troubled Do It All out-

lets a possible victim of B&Q's
success.

Analysts also suggested that

there could be some switching

from Boots to Marks and Spen-

cer. which nudged forward half

a penny to 462''=p. Beneficiaries

of the growing optimism in the

market about retail sales
included Dixons, 8 dearer at

5Wp. and Argos, 9 higher at
729p.

Competition worries contin-

ued to gnaw away at BT, fol-

lowing the launch of a number
portability scheme by Nynex
CabieCommimitations.
BT surendered 5 to g& ip in

6.1m shares traded. Nynex
hardened to 124*-ip.

Airports group BAA contin-

ued to slide on the back of reg-

ulation fears. On Tuesday, a
parliamentary review called

for wider airport ownership.
The stock fell 8 to 499p in 9.1m
traded for a two-day decline of
close to 5 per cent
Newcomer Railtrack was

again the day’s most active

stock, easing lVa to 219p in

turnover of 25m. BZW issued a

covered call warrant on the
stock.

Talk that a predator was
once again stalking Thorn EMI
returned to the market yester-

day. But the weakness of the

broad market saw the shares
ease off the day’s peak of I830p
to dose 17 up at 1813p.

Jarvis, which stood at lip a
year ago. shot forward 25 to

89p on news of a Railtrack
maintenance acquisition, a
capital restructuring and a
rights issue.

A profits warning sent
instrumentation specialist
Whessoe spinning lower. The
shares closed off 38 at IMp.
Courtaoids, the chemicals

group, saw its shares shrug off

disappointing figures after the

company impressed analysts
with an upbeat presentation.
The stock gained 7 to 422p.

MARKET REPORTERS:
Peter John, Joel KIbazo,

Jeffrey Brown, Lisa Wood.
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lima zfi FT-SE 100 Day-g Ugh aao Ul Dmf't tow 328 PM. FT-SE 100 1996 Wgh: 3S87.1 (1WWW) Low; 29542 GftTtirSQ.
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The FT-SE Actuaries Share Indices are catenated by FT-SE tntemaHoruH Umflad in conjunction witti tbo Fa^jfty of Actuaries tb+
Institute of Actuaries. O FT-SE International Urntwd 1096. AS Rtgtits restned. The FT-SE Actuate Share Indices *e „
cettdanoe whh A stendaitlW of ground rules estattfsharf by FT-SE fraemstlonal Lareted In conjunction with the Faculty ot Actuaries
and the institute of Actuaries. TT-SF aid 'Fbrtsla' are trademarks of the London Stock Exchange and the Fnandsi Tmns Unwed
and are used by FT-SE IntanaMa ia) LMIad under Iteance. Auditor TheWM Comporry.’ f Sector PTE ratios greeter man 80 and net
corns weater man 30» net shown, t Vofcwa are negaftre.
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130.40
- - 6331

HMae14£E0)il
XUI 0120
KM»BT 42*0
KFK G2*Cnt
KPKDpR 43
KBS 124*0*0
KNcM 3700
HuhOHIBOBOta
Ocelfflr 100
on 38

81*0

-Jl

-10 92406033 33
+*0B8*O66®0 _
"189-50 0130 1*

1 20X40 178 33
I27XBO2630Q _

-.10 37.80 31.40 09
+*0 28*022*0 I®
-JO S3 59.10 £0
-JO 83 69.10 £0

__ 1*53 1,485 3®
+.70 33.70 1040 4.0
+*0181 AO 130 as
+*027050 234 1.9
-*0 82*0 41.70 _
—*0 27®0 21 *0

+1.10131*0102*0 3+
+140 80.10 67*0 5 0
+*0 12670 76*0 0®
+£60 84*0 65 5.S
+®0 55.50 47®0 2*
— 78-50 53 £1

-JO 119*0 B3 1.7
*1 87728X60 0*

-aaosM-M 244 4.i
+®0 8920 63.70 4.6
-1 12174.10 19

+.10 75 B2A0 2®
-.«o i3B®o mao 3®
_ 63-31 6276 _

+ .70 153 109*0 3®
-.10 63 30 50.10 1.8
-.70 48*0 38*0 4.1
-*008*0 87*0 _
*30 47 3820 4®
2*0 125 104 £7
+.00 40 3B.E0 33
-SO 188 13® 1®

187*0 SB 1.4
-1 JO 42*0 29 3®
+.40 6S 60 6720 £6

CrfcjO

CUbrtS

SSS
BMW
Enoafir
EnnarS
leosi

labacA
Teleln
On Fen
IMt
VeCem
VWMi
Vtadn
2ardO

-fi 1.180 950 17*
-1001X700 njn £0
+101,410 1.165 5®
. .4545 3*25 IS

-14 825 575 ~
-13011*00 7^60 1.1

-20 5 620 4*90 4.6
-110 IftCO 15*50 4.1

— 3 450 £920 ...

-as 4®sa 4+85 a*
-25 2*20 £385 £1
-SO 3.150 19*00 3.5
-70 6*70 5.430 £3
— aa« ear mb

-220 13*03 11*00 £3
-flO £040 3.715 32
_ 5.500 5.290 2®

—30 £050 2^40 1®
-1*001.150
_ 1*00 1.150 _

-20 8*00 8.080 1*
+30 8.680 £720 £6
-25 1*45 1*65 5®
-5 1*K1J260 £7
-5 2*00 2.160 3®

-60 6.400 6*70 1*
-40 £825 £440 3*
-fl 919 755 5*

-370 23*50 17.750 0 7
+70 6,970 5.760 £4
-55 4*00 3.5SO 3®
-101*10 1*55 4®
_ 7*20 6*50 £0

+100 7.120 6.100 1*
-£5 4*75 3.805 1A
-60 8*50 7.150 £5
-55 3®30 £300 1.1

— 4*80 3®70 2*
-1 520 400 1*
-5 1.125 851 £4

—130 5*00 4*75 2*
—10 £290 1 ,©0 £5
-fi 793 830 SB

-10 1.330 1*45 6.1

+151*651*05 .„
+10 £510 £100 1*
-10 £140 1*70 1.4
-50 13*9011*20 S®

H3m

04 _

-16 696
-24 957
+20 1*50 1J-51/- = aa tj

3

ii^Q - -

ia
~

I (May 22 / KrtHW)

Dudffl
O-cHP
nun
DaOtyo
Dtaaru

ASA A 107W
ASA 5 lOSd
AaeaA 7ra
Arses B era
Assam 154a
AtanA atftSOd
ASraB 313«1
AstasA 125
AttsrsS 12550
AUUtV 398
CMB 216*0
COMA 117*00)
01*3 3405001
EKCAF ISM

_ III 69 25
+ 50110*0 88*0 £6
+1 720 546 £3

715 633 2 3
- SO 163 135 £1
+2 325 245 0®
+1 340 243 1 0

-101®® 1.160 —
-14 620 733 1.1

... 1*00 1,140 -.
+13 624 460 as -
-8 726 610 — —
-5 426 286 1*

= E
—10 1.970 1*60 a* —
*^2^0 ~ =
-51.1® 675 4* —
— 942 751 — ...

+4O2.1B0 1.7B0 — —
+30 3*30 £500 ...38®
-ID 1,150 070 1* —
+6 528 416 —
-2 601 350 1.1 ...

+16 950 798 —
-6 668 560 — —

-20 1.330 1/720 0* —
-10 720 688 1*
-10 £670 £3® —
-1Q2L510 2.330 El EE
-4 1.000 8® — —
— 936 7® 0* —
+5 687 311 — ....

-25 696 571 ... +.
+10 589 469 — -

... 1.4® 1,150 — -
+401*® 1,410 £7 _— £160 1*70 — —
+20 1.7® 1.470 . —
+101*10 006 — ....

-1 670 486 —
+101.170 975 —
— £020 1.750 _ —
+3 476 3® — —
-31*70 770 -
+1 82S 712 a9 ...

-2 862 692 —
-20 1,7® 1*60 _. 77®
-20 1.7® 1.440 0.6 —
-20 4JKSJ 3*20 0 6 _
-ID K» 600 1.1 —
-I 570 495 _.
-10 1JD80 1.470 —
-10 £1® 1.714 — —
+20 1.120 936 — —
.„5.1® 4.1® ...

+® 4.710 4*30 —

- - Hanum
- - Wired

AMMBHd 33.75
Amefl 1*0
AokPrtl 452
Borax) 540d
CAMdO 15.70
DCS 840
EflOWe 22.40
RjtOD £90
Bert® S0*0d
GKHpa 4.16

4*0
11.70

HLncfr £89
HuaiM 12*0
kMiyd 3*8
KLKBFB 8*0
LtaBen 620
LdrUnl 7*5
UnDev G
usuk are
MaBnk 2350
HaUa ZOO
Mena* 5*5
MpMnt £40
8bPU>P 4
MeiMfll 19.71M
PartPi io®o
PotOae 10.70
pram i£70
PBB «®6
ftanonq 4.20
ReMAd 14J1M
nmnPM 23*0
snaftf 7*5
Sme0 5*5
TAEnt 4
TchBsa 865
Ttatan 2330m
Tension 10*0
1ME0M 17®

-*0 38 28*0 0 9
+ £27 1*4 42
+. 6*0 4.08 _

+.10 606 4*6 1*
+.10 17® 1£BC 0*
-*6 9® 726 1®

23 1610 20
- 4.28 2*0 _.

+*0 26*5 20.40 1.0

-02 4*4 £92 3.6

-JM 4® 3*0 £8
....13® 10*0 1.3

-.04 3.48 £60 _— 14® 11.70 1®
—STS 426 2*4 -
-06 6® 4.75 4.0

.... 7® 420 £2

.... 7*6 5*5 1.0_ 63ffl 4*6 _
+.05 6® 7® 0®
-.10 25*0® 70 OB
-M £80 2 34
-io 6*5 4.12 as
-.01 3*8 £38 a®
-.02 4 48 3*2 04
-30 23 18 4*
-*010® 7 85 1®
-20 1220 8SO _
+.101370 are i*
-XG 4*4 3*4 1.9

. 4® 3.74 „+® 15.M ia® aa-®26®»M 5*
-.10 610 7.16 4.8
+*6 7® 5® 30
—*6 4 54 3*6 5 0
+*5 9*5 7® -
-202430 1070 06
-.10 11® 9.50 1 2-® 151610 04

NorcnEs
WhTM

ass?

H
i

skt

-30 2®70 1

— . 1*80 1*40 £7
-fi 791 510 ....

IZEMJUD(Pitay22/NZa

— TdWI

SST
jmwm
NQKKl
NBKSp
MilSp
NKX
K3K

NetfeRi

I 801 06
' 402

I’S
> 1*20 0®
1 SSI _
) 880 __
1 1*10 0®
! 484 OS

:ss
-

m -
1 1.120 —
l 4® __

1*1 1*1 122 6* _
£36 +.06 147 2*1 1 7 —
£22 -04 3.70 320
aoa -02 1» £83 ^
222 -.01 £14 3® mwmm -
4® -.02 470 42 _
440 4.M 4^0
4® -.01 £53 4 TO 4® . -
3*6 + 01 172 *20 43 ....

£25 +.05 3.40 220 4 5 ....

6.02 -03 £67 5*5 32 ..

9® £70 6« 16 —

20£

ICO +ij 101 .
21% 21% lOh

J; -Jla
21% -%22% 19

ja

it
10 12% 9%

13% IS 13
1185 “% n.7 106

+%

;

- - SMEAPME(Jlay22/SS}

+fi mu
-GO 4.COB 3,030
*402A20 £1

.... 1.

+4 80S
-8 545
—30 1,100
+101JD60
-1 670
+50 1*70
-1 367
-a 1*10

-10 1.7®
13 780
-S 7B4
-fl 646
... 835
-3 440

-10 1.43)_ 1.400
+20 8*70
+2 488
-a 530
-20 2*10
-102*30

751 ...

734 10
£91 _
400
421 _.
SOI 08
519 _
1®0 ...

285 _
002 "

327
1.180 07
1.1® _
6210 _
401 „
385 ._

1*60 ...

1*00 ...

VKtor
IMcoM
YnanaC

Yta*ug
YmTran

J 1*801*30 -•
-401*701.1® 1.0

-30 1*801.7® —
...1,180 938 —. —

.

-I 896 723 1.0 _.
-10 £510 £2® ...

EEi®®
1

05? ~ T
-20 1*90 1,140 ... ..
-ao £170 1*00 06 ...

-id 905 aas _ ...

.... S77 484 10 ....

-IB 64fi 722 0* 66®
+7 707 551 — _
-30 1,200 861
+ 1 030 730 _
-7 707 608 ...

+5 uao ras ...

...1.020 882 -

.

-23 793 57S .. -.
.... 800 675

“ AUSTRALIA (M8y 22 / AiEtS)

US INDICES

u*r
21 20

May

17

1*6
MBh Low HOD L*

g^nm 2244 1 2242J9 2Z512 2326110 2W
1054* 10576 10710 1116*0 a/5

iwnon 2*541 39434 390.14 387*6 3VLU OS
OexCnm H3T*1 1131*8 112286 1137*1 28S

f/91) 1771.10 1761*9 1741 JB 1771.10 22S

M 56(000 565570 59557® 70S

&+C1579 (U) 543667

(0) 523630

(u) 2591*4

» 592680 86

U 8238*0 216

(tj 2567*4 2V5

iq 1188*4 1V4

3342J1 331621 3342JJ 216

88338 271

6340
376*

63620 226
37690 216

M m) 555668 590*23 871

403® 40105 402*7 4B3® 226

SB8/1OT01 20ia*8 201723 2CB&M 20R34 206

in+m, , .-MTf, 1451.51 144442 148198 30/4

Si/taw 902*0 901® 9M
2593*0 258610 2601® 2W

$*** gf 257DJB 2=000 281078 216

warn 9!7® *«747 922*6 1017® 4fl

Zm tlDttTH 1108677 109OT® 1«199 182

,«m 3685*5 3871® 3=4® 38B9B7 24/4

UtfKta 616® «7® ®17» M ««

HpMSl 25450 2547® ®3a°° aWlSS ^

S !5S 5S! '£5®

Haute Con*Pi1«5j

Poiluild

B1L 30(4/1/93)

Stogapora
SSA«WZW75)
Soutfl AirtC*

J5E 606)036/78)

*EM£BWBI
South Korea
KmoCmsBrun®)

20S72 *090= 230US 471

140609 1444*2 284

3155® 3128*7 3111® 316697 226

1B85.44 1888*5 188699 226

2/1

326*0 2/1

204471 24H

125668 30N

2578*7 2n

1692*1 HI

5736*6 574182 5887® 574662 5032*4

CWS1 (10/11 (20668)

101*4 1DI95T 101*2 19609 101.19 199J7

(14/3 (86) (18/10/931

2279*5 2267*9 2265*4 2279® 1882.71 2Z7B®
(Zi/9 (1V1) (2166S

21148 TO.ZT HZ41 OUO 205.42 258®
(12/2] (715) (31/8/93)

DJ Ind Oofs HMl 5790*3 (5778 74) Low 569021 (5857*8 ) (TtwonaBedfl)

Day's Mgh 5159.16 (575630) Iflw 5731^5 (5671*9 (AetraHM

Ham Brad

Trarsnort

(ttfes

FtaKd

672.7B 67115 6BB91

90075 80246 79618

67® 87.10 66*9

673.18

(20^

882*6

PV5)

68*6W

59648
non)

702*7
(ism

58*7
(iom

673.15

(206/96)

1206/ea

6658
(5666)

41*2
(8/7132)

5499

(1/10/81)

12*2

(8/7/32)

1650

p/4/32)

440
(1/8/33)

3*2
(216/92)

5*4
(VI074)

574*4 57112 57X35 61637 5/2 583*9 art

NYSE Cano. 381® 361® 35678 381®
WK|

321*1

nan)
38)®
pom

446
(25/4/43

19319V
77369V

19463 2000.1 2026® 17/5 134640 2/1
flow* MB SM 61223 608JE 60521 «I2£3

(21/5)

52805
OBH)

81223
(21/snq

2331
(9/12/72)

77462 77232 873630 25/1 772320 20/5 SSMOCmp 1244.42 124611 1241® 124611 96657 124111 54*7

924® 918B8 93527 98664 7/5 838*7 13/3 RATIOS
(205) nsnj CSKIBBi (31/10/72)

Anew are
Anoota 4*5
Arrtis BBSAWM 1*1M
ANZBk 604
- - £0?

506
AM 1 14
APiota 2*4
aw> iaatm
Bracm i4o
?trt-

ore
17*0
£30

cm 4*i
OW 20®

^29

Stoat 13*3
COUbM 4*8
CRsdca 7.15
CornmOk 1048
creedr 1*7
DaUae 320
Ensd 3*4
QiHooA 5®
FM 061
Ftku ram
Pustrs £»
BdVTr £16
GKMus £®
BMQrtg 1*2
GUFU £10
GdiranF t£8
HneeJ 2*3
K»s iara

MhKU S)3tyi2/85)

AteswrtnGee(V2/37)

361.71 363*5 302*6 3S3S5 216

199*7 19965 2005* 200550 206

Subs Be tvK31/12£B) 172043

SBC GeneM[U4/87) 1213*5

1741.41 1740*3 1779*4 26M
vmB2 1225® 125949 2BH

1708® 22/1

151SJB 17/1

111447 20/1

Dow Jones Ind. Dm. Yield

S & P mri. Dlv. yield

SiPULWE ratio

NEB* vane ACTIVE STOCKS TRJUUW ACTIVITY

wfettaxftr&Km 5732® 5729.48 5774® buqjo 29/4 409022 6/2

130*9 128623 1415*4 &2 124729 13/3Banpt*snpaw75) 1256*2

mrtMCtaLtM 1WQ £3281* 662246 65847* 7208680 8/4 3877638 2/1

WORLD
ic emu laen/vm 777.4- 779J 779® 78BSD 2V6 725*0 1571

5-S znS8M 22091 74 219J9W2aB®MM

Jg yn.04 31Z23 31157 «« »
vnnffis
: OpraSoaPwe

^
(200 X ImW

Euntack lOOGfi/lOWI 1687®
Em Top-100£B660l M4A*7

HSBC JC OOM3t/1£89 00

MG Btng& E«9(7/1/92| 181J3

1598*4 1680*4 1B9684 216 HM 11/1

14S623 1453*1 145828 26/4 1333*1 11/1

srasr 3XXB 38116 1&* MLU 271

16224 16208 164.14 14/5 14735 2/1

BP
Telecom HZ
Coca Q"*a

Tel Da Mm
Wyafnm
Tel BmsBd
Um Specs

Geo Bee
ttniond OH
Men*

SAP 500

Traded

427S.1W
4*11*00
3.758.700

3,4561®
7ffi»,non

£755300
£705®0
£677*®
2.805.900

2*74*®

use Change • Wm* (rndta)

price ra 09 Mey 21 May ® Hay 17

105 Hi

66V)
art/.

-IA
-%

New YOUSE
Arne*

MASDAO

404*® 386127 432.152

27*78 24.46 23,133

710.466 6062S8 646488

34%
22% *eh

NYSE
Isms Traded 3,160 3,155 1129

60% -4fe fees 1.144 1*10 1,454

16% +u Fafc 1®0 1*11 042

B3M -1H Unchanged 786 834 833

4BK -A NnrHehs 197 195 184

63% -% New Lows 15 8 8
1 price Change HUH Low EsL waLOpen ML

EaL yptOpon W.

g*** —"TSa illa* 3093.0
2114-° WsIS 2073-0
2094J 20735

20,390 33J103

£734 31JSS7

MB
May
Jin

Open Sett Price Change High Cow Est wsC Open feiL

1571.00 1561.00

1574.00 1561^0
-11.00
-10.40

1574*0
157435

iseaoo
1561.00

&2S1
5.106

13*42
6.754

Jurt 67S.G0 675*0 -0*0
Sep 680.60 680.60 -0*0

OpenSettprico Chanaa
M MM&di 2SS

676*0 674-30 67*20 177*05
68am 680*5 £637 18*64

High Cow EsL voL Open hit.

£W £7 _
5.10161 ...

8® *A —
£80 1 1 —
8J0 3.7 332
1 71 3.1

5.75 5* ...

2 62 20.4
4JB 61 _.
0*0 7® 17

2 .._ ..

173 2.7 206
133 — _
3.18 6* ._
ore ._ ...

15 3.744*
£21 6* 11.0
420 0 4 1&B

16.70 32
4 .65 4®
1*1 6®
10*0 1.4 _
4.17 *2 —
625 3* ...

ftM 7a ....

1*0 0® ...

£90 — ...

320 7® 167
4® —
ore 3® 67
£72 £4 _
2.18 _ _
£13 7.6 10J
£Bfl 62 ...

126 £3 £4
3*2 — _
120 3® _
£28 — 82
10 10 £1 41.4
£10 74 ...

1 *211* ....

1*10 4.4 362
1 46 ... _
1 54 £9 43®
5.79 4*21®
0.19 ._ £0
£B1 5 4 _
1668 82 16*
OBI 74 2*
526 £2 ._.

6 75 04 64
1*5 1.7
3*3 3®
£04 5®
0*0 --
£00 *0 ...

3*8 70
144 1.1 _
648 4.6 16®
6® 14
2*8 1.8 _
4» £7 ...

6 18 4 1 ...

240 62
£13
61* 16 ._
620 — _
3*0 S* 10*
2.12
3® 44 „
6*0 4® —
7*0 £7 ....

£10 £2 ...

740 a? _
£77 6 7 20 0
1.4S .... 9*
3.75 ZB ._7® 22 ...

ACMA 4 16
Amcd 3*6
tortcP 7 00
CnyOv 10.®
CVcCKr 14300
D9SF,18*0Ml
DFamrt 0B9
FF LBV £15
FrB». 15
Wtntft £24

3®2
£43
4®

B
308

June 7.66

rw*. >3“
1441
142
£64
4.70
267

NMHOr 147m
OCBCF 17*0
OUB F KM
MitCn 7.75m
Paccar 1 18
PrtaNHV 4.14
SBLbHI 4*2
5AKF 1470
Stand R55
SPrasF 20*0
S-preT 366
Strait 342m
TMLee 3.94
TlmroP 3*4
U0BF 17.00
UUEna £79
uowta 2rem
WBL 330
Who™ 3®

+ 10 4*4 3®
-02 448 3®

... 2*7 207
_1£40 9-95

-40 17 U
+ 60 26® 1630

.. 1*7 BEE!
+26 655 6*0
+.1017® 14.®
+.07 243 1*3
+ 02 3 58 £96
+.19 £99 £16
-.04 5£0 4*2
-.16 6® 6 65
-SB 3*2 304
-*S11® 7*5
+.10 14.40 11.®
+.01 1.48 7.rfi

- 1® 1.18
+ 04 8.38 £16
-0B 6 4.70

£16 2®
.. 174 147

-20 2670 16®
... 11.10 3.70

+25 B® 7.15
-21 1® 1.17
._ 4® 3.48

-24 £15 4.76
+20 15.70 13
*30 1

1

*.»
— 10 2050 24®
+ 02 368 3.12

... 360 3®
+22 4 IB 3.72
-22 396 £28
+.10 1612®
+23 324 2.66
-27 316 2®
-02 3.E2 3.16
+.06 322 £68

era raw
MONTREAL (May 22/ Can E)

4pm ckm

1.1 —
i"i IE

104003
112003

7446
tpcwi
1®
300
8404

77050
90772
402®
IflOO

2514®

BnttrdS x
BtoChP
Carabto
Cscudex
CnUuc
OTCB
JCOtltu
uttflcfix

nosk:
Prago
GGcorA *
VUtrn

-01

£6 ..
£0
3 0
14
1.1
£6
1* 7.7
1*

AFRICA
S0U1B AFRICA (May 22 / Rand)

+ /- Mtf> tow m we

Amt
Amaral
toflAm
Anigold
Artvta
Angraa

Breton
BdM
CNAGM

SOU1H KDHFA (Moy 22 / Vfon)

+/- HoK Law Tld P/E

MS
Umilii+3® 16J63 14.415 14

-7® 2B.60D S2D0 £3

Drtatn

DurOKfl

!5&6
Edgare

- TAINAN (May 22 /TW$)

CL feta 157 -2 183
CHBuk 140 -2 163
ouom 03 -re 97®
CW® 2540 +.40 27®
FWMi 137® -5® IBS
HVP«c 42*0 *30 48 50
SHX U 106 +.5D 124

GS® „ 67

112 12
93 07
73 —
19 62
94 07
38 £7
57 14
66 -

THAU* (May 22 /Bart)

AdvU
DgfeBnk

FWne
KlThBH
LndHou
PnDran
StamOn
StamCi

430
362

35*0
161
138
119
379
206

45
-22 190
-9 177
-e 147
-2 512

-12 368
-24 1*24
-6 424
-a 430

-2® 63
-6 324

202 12
310 12

91.79 14
148 —
131 £2
100 £5
372 1*
105 1 fi

1*04 1.6
332 £3
840 £3

sore —
256 1*

- NORTH AMERICA
CANADA

TORONTO (May 22 /Can

a

4 pm close

201759
108814
514850
19B222
414331
564®
45027
28621
15870

26®
24£5

67
IS
310
Z7»
422
30
22

161
43

39*5
I®
16

3 BO
140®

5.10M®
47®
tim
740

119 50
29 25
24.10
27.®
4fim
1£75
16®
144
7®
50

16®
27.15
35 40
£49
73

37 75
46®
44®
5175
476
110
17

20 75m
18

108
17®
69 50

60
13.26
525
71

s«ra»®
B1
46

4220
1275
18®

StaliCG 21.75
SABrew 116®
SMftlAlI) 57
81*0 47
sum 13850
S*H8l 2B
SbMB 1®
ngod 54
TraHd ssram
VlSita 430
W Area 67®
WOaep 192
WnUi 40®

Gencor
BFSA
DilSn
ttarmnymw
HvM
l&J
ISCOfl

53
“

Jtat
umra
WodG
Leslie

ncup
PrcunSo
PreiPi
Rmom
FknarGp
HmtaCn
ftntPI
BAPPI
SASOL
Eefitan
StatEtl

-as 23® 19
+.50 ML4G 22

-fl 110 67
... 201 16575
... 330 230

-*0 300 224
-£ 462 207

- 36 20.7S
+® 31 15
_ 172 143

+£S®® 4£7S
*25 40 23
-25 1*5 OJEO
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Dxonwui
42368 lA Ift 1A *it

13 144 14% 14% 14% *%

BAHOm .030 It 115 2% 2% 2%
BadgMIr 038 13 zlOO 28% 28% 28% +%
BWtnTA 0M31 85 3% 3% 3%
BAM- - 035 10 743 15% 15% 15% -%

Send 32 2% 2% 2% .-tA

tartHUnxOW) 18 27 24% 24 24% +%
Bto-RMA 16 113 u33 52% 52% -%

Oewmw 4 51 2A 2i’« 2%
Bows* -0J6 13 SO 91 9% 19% 19% +%
EffiacttA 1JM 23 46 20 19% l»% -%

camp - 2 to u ft if

Conbcexx 020 15 184 47% 46% 47 *%
CaeUac 014 28 19 9% B% 9%
BariRn am 482 5,’a 5i» 5,'i it

Dxnlnca 030 IS 4 23% 23% 23% +%
DapTth ’ 33 75 11% 11% -%

fTxnprrn . • 25 348 2% PA V* +%

Eaata CD x 048 26 33 12% 12% 12% •%

Echo Bay 007 37 2224 13% 13 13

EcdEnA 032 27 86 B% 8% 8% •%

ErfletoRa IB 258 9% 9% 9% +%
EptUpe 16 311 19 16% 19 +%

Fab Bute 0.70 IB 13 29% 29% 29%

FtaaA 230 15 163u54% 54% 54% +%
Forest La 194117 45 42% 43% +%
Frequency 101 119 7,1 7 7% +%

Gwen 030 15 25 16% 15% 16% +%
SrtRHx 0.7S IS 4T6u33% 33% 33% +%
GtadRr 070 12 18B 18% 18% 18% +%
QoMBald 10 10 A A A

HanOr 3 241 1% lA ’A -A

tabn 040 21 3185 38% 37% 38 +%
HaaBtCh 212 84 2% 2,‘t 2%

Stack Dh. E 160a Wgb LawOra Qng

HUCD 0.10 28 56n1B% 18% 18% +%
KHantanA ii 4S0 7% 7 7% *A

taSnnQr ftlfi 22 W 74% 74% 74%

hL Coxae 203433 BA 7ft 8% *A
Maroago 42 123 16 15% 15% -%

terax 010 273491 29% 2B% 29% -%

Jan Bel 23 865 3A 3A 3>V -%

HnartCp 13 B iU% 4% 4%

KktayEip 47 260 17% 17% 17%

Kogyfi) 7 367 12% 12% 12% *%

Laberge 53 383 7% 7% 7A -A
later nd 63 368 17% 17 17% -%

Linwhc 3 151 11% 11 li -%

Lynch Cp 22 5l 64 62% 83% *%

itaxxam 6 125 44% 43% 44% *%
Had* A 048 20 122 37% 36% 37 -%

Here CD 020 2 2 3ft 3ft 3ft

UDiwwBa 4 425 12% 12% 12% *%
MBaLd 2 8% 8% 6%
UoogA 15 75 20^2 20 2D% -%

MSRExpl 12 27 ft % % -%

MMWJrr BO 163u11% 10% H%
NTTnoA OS 22 2019 32% 32% 32% -%

NmnacE 107 75 4A *A *A -A

4pm doss May22

Stack Dh. E 100* Hgb LawCtateChag

NVR 8 222 10% 10% 10%
Pegasus G 010157 7B5 15% 15% 15%
PerW 030 1 5761111% 11 11% +%
PHWayA 033 24 7 47% 47 47%
PMC IJB 12 16 13% 12% 13% *%

FtaganBrad llBzlOO 32 d32 32 -%

SJWCotp 3X2 9 2100 37 37 37 +%

nwnnafcs
ThernxXns

Tram
TowaCntry

Triton

Tutos Hex

TimuBrA

Tunxfirfl

020 23 25B 7%
MO 23 1192 45

56 268u31%
38 2438 42%

030185 219 13

3 1*1 %
01000 %
41494 U9A

0 07117 133 27%
007119 905 27%

7A 7ft 4*
44% 44%
30% 31% *%
40% 42% *%
12% 13 +%

ft ft
,

A A -A
9,5 BA *A
27 Z7%

27% 27%

UnffoodsA 33 15 2 2 2 +%
unffooasB 6X0 33 10 2 2 2
USCeU 26 179 32% 32% 32% -%

VtmmA 137 1940 43% 42% 42% -%
VtaconB 141 1*344 44% 43% 43% -%
WfffT i 1.12 IB 271 12% 12 12% -%

Have your FT hand delivered in

Switzerland
delivered to your home or office every worfdng

dav Haml doOvenr services are available tor subscribers In the centres of Baden, Basel, Bern. B.el/Blenne, Fribourg,

Gendve iausenne Legano, Luzem, Montreux, Neuchatef, St Gallen, Vevey, Winterthur. Zug/Baar, and Zurich plus

ova, ±00 other towns and vfflagas thtoughout the country. Please call 155 23 83 (Toll Free) tor more Information.

n Be
twefe Dta. E WM MU UM bar (tag

ACCCorp 012 85 775 42 40% 41% *%
AECWtaE 146055 13% 12% 12% *%
Acme MOs B 13 17 17 17

AcxtamCp 421090 U30 29 30 *%
Mapacft 31 9914 59% 58% 59% *%
ADC Tale 474304 49% 47% 47% -2

Addtagun 13 41B ISA 14% 15 *%
AdbADR 0.16 25 90 28% 28% 28%
Adobe Gya 0X0 34 8106 42% 41% 41% Jj

Ate Logic 155711100% 8% 9% *1%
AdrFUya 175141 11% 9% 10% +1%
fthTdUb 321782 37 38 38% -%
Artnnta 036 18 B5B 58% 56% 65% -%
AgrtcoE* 0.10 51 7 18% 19% 19%
Afe&qr 020 17 B48 29 28% 28% -%
AkmAOR 1J5 10 92 58 57% 57% -%
AbflU 036 21 100 26% 25% 29%
Atenttgx 052 12 3 37% 37% 37%
AtaFh 19 6847120% 1B% 20A *A
ttbpl IM 16 m IB 17% 17% *%
Aid cap 1X8 12 180 13% 13% 13%
AtaeOaC 032 22 8 4% 4% 4%
Alta Sold 006 241079 3% 3% 3% *%
Adore Co 2414018 48% 47% 47% -1%
Aa Barker 179 10 211 40% 40% 40% -h
AnCMy 115 2 2E8 8% 8 6 -A
Am Manta 433l40u33% 31% 32% *1%
Am Sa(twa 03207 367 5% 4% 4% -A
AmRteyt 58 483 14% 14% 14% -%
AmGrtAx 034 178276 27% 27% Z7,\ *A
AlrtWP 3 775 A % A 4
AmJfth 152 B 75 86% 65% fitfi

AmPwaComr 165211 11% 11% 11%
AmTi» 13 703 22% 21% 22%
AagailK 2921413 60% 56% 60% +1

Aimed! Cp arte 38 3068 U9% 8% 9% *%
Amtagic 0X0 32 55 025 24% 25 +%
Mdydx 030 26 781)43% 42% 43%
Ansngalh* 130 9 14 10% 10% 10% *%
Andrew Cp 413206 54% 54 54 %
AednaAn 81 Z100 17% 17% 17%
ApOBeaEP 034 20 414 27% 26% 28% -%
APPBo 39 2393 B% 9 9%-%
AppIdMM 936400 35% 35% 35% *%
AppkC 0.48 416021 27% 25% 2B& -l/,

AppWhb 005 273484 28% 28% 28% +%
Arbor Dr 028 18 668 20% 20 20%*%
AidCOX 024 17 386 10% S% 9% -%

AigDPtMt 1.48 11 111 34% 33% 33%
ArtMDei QJM 2 296 7% 7% 7% -%
Armor Ai 034 44 158 15% 14% 15 4z
Arnold tax 044 15 64 18 15»j 16 *%
Arteeft 615465 u10% 8% 10% *1%
AspecfTd 46 851 57 55 57 +%

'

AST Reft* D 2960 8% 8 8% +%
ABdneon 25 10 11A HA -%

A9SEMT 0J4 17 1911 28% 27% 28 -%

A4nd 2533674 37 34% 35 -2

AuntSys 43548S 4»1 4% 4% -%

Addak 0X4 21 6581 35% 34ft 35 -% !

AirtMe 2 S3 3% 3% 3% I

Awntato 032 8 343 19% 16% 18% *%

-B-
BEI 0 006 32 256*13% 12% 12% -%

Baker J 006 33089 9% 8% 8% -%
BttvwLBx 032 8 460 17 16% 17

BetyHSTn 404 5A 5A 54 -%

Banckc 45 59*23% 22% 22% -%

SWtertCp 056 10 167 17% 77% T7& *,'«

BanknonbxIJn 10 12 33% 33>4 33% -%

Banta Bn 044 14 2417 25 24 24% +%
BuaMF 080 15 67 25% 25 25% *%
BevMh 060474 278 33% 33% 33% -%

Bevtatex 140 15 1053111%110%111% *%
BE Aero 4 863 15% 14% 15

BawiOCDI 04216 135 »A «% 9ft +ft

BFntelRt 60 38 2ft 2ft 2,
7
* +i

BenUerry 16 211 16% 16 16% *%
BertteyWR 052 14 563 44% 43% 43% *%
BHAOp 012 16 274 *18 18% 17% *2

Bine 40 1337 16% 15% 18 *%
BgB 02D 71 104 10% 10% 10% -%

anrtayW 00811 EA 17 17 17 *%
Boon 300053 63% BO 83% *1

Btomat 182674 14% 14% 14% +%
BtaCkEkg 1.16 9 IBS 42% 3B% 42% *1%
BMC Sefte 31 6207 84% 82% 62% -2

Seamens 1.48 n 3980 40% 38% 40% +%
Bob Erst* xOJ2 131213 15% 15% 15%

BoaklSB 18 297 24% 24% 24% %
Bartnd 356572 16 15% 16 +%
BastaaBk 076 5 284 41% 41% 41%
BoGtanTC 26 3873 18% 17% 17ft -ft

BmdyWA MO 18 770 24 23% 23% u-%

Bmnco 026 11 72 13% 12% 12% -%

EES Bncp X 088 12 5 25% 25% 25% -%

BTSMgnO 048 17 98 U3% 3% 3%
Briton IB 1805 13% 13% 13ft -ft

BddereT 25 29 8% 7% 7%
BwrBnw B 1554 22ffl% 22 +1

BUtefflb 040 12 160 37% 37 37% +%

- c -

CTee 352452 28 HZ7 Z7% +%
CadSchape 1JJ4 14 44 29%<QB% 20% -%

QrtnwOaaxOXO 13 2389 17% 18% 17% *%
Caere Cp 492402012% 11% 11% -%

enigma 225 11235 6% 6% 8%
CU Mod 16 785 17% 16% 17% -%

Candela' 50 126 8% 8% 8% +%
Cretan 22 630 2% 2% 2ft -ft

Cairn he 052 55 IB 68% 69% 69% *1%
CarflonCm 077 17 530 35% 35% 3M* -%

Cascade 036 18 36018% 16% 16% *%
CxeyS no 23 7W 24% 23% 23% +%
Qdgena 12 821 17% 16% 17% +%
caicp 15 162 U 13% 13% -%

Cenuxa 3626199 39* 38% 38% -%
ca«Hd 1-22 12 135 84% 34 34%

CnutSta 10 59 26 d25 25%

Cnandtar 10Z100 6 6 6 -%

Chepteri OJB 38 1364 36% 36% 36% -%

CbnaSb 109 616851 vBft 7% B% +%
ChackDrin 2 3359 1ft 1ft IB
OmU 74 209 13% 13 13% *8

Cbengxnwr 14 62 d4% 4% 4%
OepsATe 10 2836 11% 11 11% -%

CMronCp 38 4209107% 103103ft -3ft

dm Fin 1.41 15 1317 10 58 59% +%

Darcoa 020 19 35 ID 10 10 -%
HTacb IB 10UZ7% 25% 25% -1

DlglM 18 263 27 28% 28%*%
Dig Won 383021 15% 15% 15%
Dig Sound 41Z71 1% 1ft lft

DlgSpd 964992u22% 20% 2Z% *2%
OtanexCp 23 418 39% 37% 38% *%
DodeYnt .0X0 1 2BB B3% 5 6% -ft

ONAPtant 2X3 1 549 ft £ ft +A
Doom On DXD 27 B1 28% 28 28% *%
DMCftHb 038 18 65 14% 13% 18% -ft

Draafngy 18 41 U29 28 28% *%
Dnrin 14 710 11% 10% 11% *%
Drey CD 0X4136 147 34 33% 34 *%
DragEwpb OOB 231782 u4% 3% 4ft *ft

OSBaaDgrxOJM 12 2 30% 29% 29%
Dtrtpnx 052 21 1870 28% 27% 28% *%
Dynataeb 40 2678 32% 31% 31% -%

I* I na tea I* iwch«

BdArt
Bacon An
Enta
BmaOnp
EegjVMi

FtariAm

FStSeayx

FetTean

Fetmerit

Fkatnte

Ftaere

Flow Id

nouen
FdxlA

RxxU
Rnenaer

FosterA
FUFH
FdHMBl

Filler KB

ftefli
FidmedAOR

2 138 4
13 045 4

005 2113588 26%
1031414 11%
142BK 25%

139 4 2 50%
4813132 33%
241075 4%
164493 1121%

1 3023 3%
35 2h31%

13 10 1ft

221311 4ft

010 55 446 5%
0X2 2321297 22

27 12 10%
10 281 26

SB 4280 20%
243 682 18%

201 1B%

012 21 19 30%

5 15 6ft

- F -

18 53 8%
0X4 13 75013%
00256 858 45

32 324 29%
UM 19 848 55

1 307 1ft

0X4 64 4861114%

637 800 51%
1X1 11 245 44%
034 151090 25%
IJB 13 1578 34%
138 21 221 31%

322119 40%
24 3437 32%
18 857 9%
27 35 10%

011 2013077 7%
011 20 1107 7%

70 678 14%
B 38 4%

030 10 267 23%
1.18 11 3967 28%

066 16 BB 33

082 13 226 20%
1 553 %

3ft 3% *%
3% 3% -%

24% 26% +1%
11 11% *%
24 24% -%

60% 50% -%

31% 32% *1

4% 4% -%

16% 20% *1%

Si
1

. 3ft

31% 31% +%
1ft 1ft

3ft *
5% 5%

21% 21%
10 10

24% 25% -%

19% 20X4 -.15

19% 19% -%

15% 15% -%

29% 30% -%

6% 8ft -ft

8% 6% +%
12% 13% +%
43% 44% +%
29 29 -%

54% 55 *A
i 1 -A

14% 14% *%
50% 51 +%
44% 44% -%

24% 24%

33% 33% -ft

30% 30% -%

39 40% *1%
31% 31%

8 8% *%
9% 10% -%

7% 7% -ft

7% 7%
13% 14 -%

3% 4%
23 23ft -ft

27% 28% +%
32% 32% -%

19% 20% *ft

% % -ft

GBApp
GSKSanr

Qantoa

Barnet Re

Bway20M

Geld CD

Ban) 69*1

GetOpB

SeendaPb

QBMBXCp

Genua he

Genzyme

GanekCm
Gtason S
akMnod.

SHbertAx

GRbBban
mutant

Good Gaya

QouUBPmp

&BdCD6)«

Grtnla

OaonAP

- G -

54 73 3ft

007 30 2771132%

97969 U7%

1 245 ft

1414470 35%
0.16 51022 6%
142 IS 309 22%

11 399 7%
18 946 5%

400 4213761144%

84059 10

388633 81%
72DKQu14%

040 5 179 14

0.12 651Z71 18%
030 5 84 14

35 41 7%
41331 14%
12 532 8%

030 252487 24%
11 259 «2

0X4 15 272 24%

0X8 8 42 21

0 329 1%
793 1144 B

12 612 11%
295796 34%

3% 3% -%
31% 31% -%

6ft 6% *%
% a *a

33% 34 -1%

8 8 -ft

21% 21% -%

7% 7% +%
5 5-%

43% 43% -%

8% 9% -%

58% 60% *1

13% 14 -ft

13% 13» *ft

18% 18%

12% 14 4-1

8% 7% *%
14% 14% tft

9% 9%
23% 24% +%
3% 3% -fft

23 23% -%

20 20

131 iH -ft

7% 7U +ft

10% 10%
33 33% -%

- H -

HntoBLM 10 256 6ft B

HertavyiA 076 10 2848 28% 28%
reaper Gp 0X2 181832 22% 22

HwriaCmp 7 582 20 16%
K80 A CO 11825610550 130(23%

Heaflhcar 241*569 50% 4731

HedDaxc OJB 19 307 9% 9%
MhdnTdi 26 417 13% 13%
HechmBar UB 21446 4% 4%
Hekba) 10 122 10 8%
HdasTny 16 129 U27 26

Hart* 030 21 15GB 18% 15%

Hototfc 81 659 45% 44%
Home Bed x038 11 129 25% 25

HenladBx MB 18 166 d29% 28%
hbraeMte* 044 10 3 5% 5%
HodJB 0X0168 1400 20% 20%
Humhgtn 030 13 706 24% »%
HUTCOCO 108 28 6249 U7 6%
rtacbTech 141338 o58 57

Hytmuon 70 8% 8%
HycerBb 118 131 4% 4%

6

28% -%

22 -%

19% -%

128

48% *2%

9% -%

13% -%

4ft -ft

16%

44% -1

25

29% +%
5% -%

20% -%

24% +%
6% +%
57 -1%

8% *%
4% -%

fD Qa#

Chita Cp 0X5 351096 54% 53% 53% -% ggtM
Cham 401056 13% 13 13% *% ig^
OrreeUy: 38 9606 23% 22% 22% -% taamnoa
C6 Tech 16 774 3ft 3ft 3% -ft hteWlBe
CkcoSya 434*487 2% 53% 55% +% WRw
QzBancp 1.16 12 77 30% 29% 28% -% lRkxmix

deal iter 4 379 Il4% 3% 3% *% ^Ug
CMiB Dr 23 63 28% 27% 2fl -% wimt
omeflm 0 757 i% 1 (ft *ft usgrDer
CoaOM 130 21 268 34% 33% 34% *1 tqgHSya
CodeAlana 7 67 5% 5 5% MgXIWa
CognexCp 2523200 17%tflfi% lEft -ft ual

Coma 27 891 25 34% 24ft -ft Mcfl

Coherer* 23 281 52% 52% 52% -% mtms
Crtegen 120 B 70 £1% 20% 21% *% UvarTei

OoHQs 130 11 31 22 21% 22 +% mfcaAx
Center 119193495 u27 25% 28% +% mgpb
CmcstA 109 575399 17% 17 17% lataried

CmcdASp 109 5726350 17% 16% 17% *% Manta
ConunBhSBB076 11 117 34%K34% 34% -% htevdo

CornmnC 53 1402 33 32% 32% *ft MDakyQA

CemprijAs 17633 8% 7% B *% kwacam

Cmpuaerre 5237 26% 25% 25% -% mega Cp

CoHBhern 34 765 n30 28% 28^2 *1 Isomedh

QomskckR 31831 6% 6% 6% -ft ItoVeterti

Cenetem 72 272 7% 6% 7% *%
CnMOata 32 1932 23% 22% 23 *%
CDvaA ISO 16 950 18% 17% 18% *ft

Cppytatr 101 831 13% 13 13%

ConiryCp 553221 16% 18% 18% -% JUSaaek

41327 U3% 2% 3% *%
|

rutayn

CornmnC 53 1402 33 32% 32% +ft

CompiUte 17633 B% 7% B *%
Cmpuaaree 5237 26% 25% 2S% -%

Canehere 34 765 n30 28% 2B*2 *1

QMOkx*R 31831 6% 6% 6% -ft

Conetem 72 272 7% 6% 7% *%
CrtrtDma 32 1932 23% 22% 23 *%
CDWBA 150 16 950 18% 17% 18% *ft

Copyfaiff 101 831 13% 13 13%

Oanmycp 55 3221 16% 18% 18% -%

CrackcrB 002 215063 24 23% 24 +%
entered! 362300 6% 6% 6%
CnxMiRes 36 113 5% 5% 5% -%

Cyrix 12BS2 32% 30% 31% -1%

Cyiegen 51727 7» 7% 715 -A

-I-
24 25 15% 15% 15%
1 855 2ft 2% 2% -%

33 482 1 3% 13 13% *%
34145 5 4% 4% -%

140 14 449 24% 24% 24% -%

33 001 13 12% 13 *ft

2824064 22% 21% 21% +%
036 12 74n13% 13% 13% -%

2 1019 1% 1ft 1%
07807 14 13% 13% -%

150 165 1137 38 36 -%
6 802 2% 111 2 -%

116 1757050 70% 69% 60% -%

32 4772 Ifift 1% 2ft *1

040 18 5474 10% 10% 10% *%
31 1889 24% 22% 24% *%

0X4 13 B97 14 13% 13% -%

221905 14 13% 13% -%

4063727 8% 7% 6% +.15

86 4510 10% 10% 10ft *ft

27 1889 29% 28% 28% -%

14 39 20% 620 20% +%
005 23 1521 25% 25% 28% +1

337*3X7 u5G 44% 54*10%
14 6 151a 15% 15%

1XD12B Zl00231%231%231% -%

JUSaaek

jasoetae

JLEtad

JdaWUW
Jeonld
Jems Med

assn
jjDoUg

Financial Times. World Business Newspaper.

DanollnOp

DMSteps

Detab Be

Defcneapa

Del Comp

- D -

2118737 30

1T3 10 5 80%

4814700 U7%
10 3B5 18%

1.14 13 268 28%
0X0 18 120 4%
180 33 137 68%
1*4 11 S3 23%

1614474 50%

133 21 847 44%

1X2 11 44 46%

- oi-

ls 102 12%
0X6 13 35 7%
104 344232*73%

21 20 18

13 73 13%
HOGS 1308 50%
1X0 >6 IM 33%
132 18 481 16

116 13 726 12%

12% 12%
7% 7%
68 71 +3

17% IB +%
13% 18%
48% 49% +%
33 33 -%

15% 15% +%
12% 12ft -ft

28% 29ft -ft

82% 82% -3%

5% 6% +1

17% 17% -%

28% £8% -%

4% 4% +%
88% 87% -%

23 Z3% *%
48 49% -%

44 44% +%
4S12 46% -%

- K -

KStere 106 121 11 10% <9%
tanaaCp 044 is 53 13 12% 12% -%

Kdy&h 060 16 234 31% S0% 30% -%

KteM 032 14 110 28% 27% 26

KUhte 126134 27% 28% 26% -%

Ko6A 0 785 ft dft ft +A
Koanote 139657 38% 39% 34% +1%
KulEtoS 52907 IB 17% 17% -%

- L -

intone x 072121 129 18%'

LaddFum 113 2 240 u%
Lid Aset 87250 40%
UtaOteer 036141010 37%

,
Lancets 198 841531 10%
UmOmWdi 551187 19%
UnepOea 131206 10%
Leeeracpe 11Z706 M%
LadteS 163443 34

Umaaonr 152 13 120 22%
LncMare 25 310 B%
Lite Tee6 0X4 18 296 30%
LMu 28 81 14%
LBytxM 132 17 3041114%

UnctXnT 030 20 1129 17%

UndaoyMI x 0X0 16 42 37%
UnenTto 110 202*030 35%

UquBlK 044 14 25 31%

Laewen 6p 110 29 2346 28%
LneG&SSt 30 3571 41%
Lam Star 22 112 11%
LTXCp 145018 10%

UMH 032 30 177 48%

17 17 -1

11% 11% -%
39% 40% -%
36% 38% -%
16% 18% +-%

19% 11% ^
9% 9% +%
6% 6ft +ft

32% 38% *%
22% 22% -%

6% 6% +A
29% 30 *%
« 1* -ft

14% 14% *-%

18% 17 *%
36% 38% -1

33% 34% +%
30% 30% -%

27% 28 -%

40 40% -1%

11% 11% -%

9% 10 -%

40 40% -1%

NACFfcl 0X0 8 2 32

HDhFncbxl7210 151 17%

NdCosnpl OJB 17 112 34%
Mm Sun 0A3 40 211 2B%

Navigator 100 10 33 11%

NEC 141 43 54 58%

telcor 2223841 54%
Mortar 650 548 6%
NrtBCMB 93417031 74%
NaMtGNi 372121 48

Nemogan 2i 811 32%

Maw hinge 3 800 4%
MxdgrtM 41 155 73

NmprtCp 104 20 284 Ki
MmtdCmA 718451 18%
Nentam 072 20 134 61%

Mdatm 150 2510103 53

Neman 1 17 146*32%

NGtarUn 13 26 7%
NMMTrt 1X4 14 589 55%

NWAIr 112058 42%

Novei 17Z7BZ7 15

NovebB 917499 56%

IKH 104 204 9%
NSC Cop 21 31 2%

OhtaCa

OMRBdx
OU HUB
OnPeDoorp

On Pitas

Orach

(kbSence

Obrtsdi

OreganMet

OnMh
(Mm
OrtttAs

OMertiT

OteTaiz

OkHKUi

- O -

10 862 13% 13%

233678 25% 25

43 2213 16% 15%

16 933 14% 14%
1X0 8 741144% 43

130 13 84 34% 33%

1X6 11 BIB 38% 38%
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US stocks in modest
loss at midsession

Negative analysts hit Paris financials

Wall Street

US shares were mostly weaker
in quiet trading at midsession

on the heels of recent gains

that have sent blue eh ip shares
up by more than 300 points in

the past two weeks, writes Lisa

Bnmsten in New York.

At 1 pm, the Dow Jones
Industrial Average was off

12.19 at 5.724.07, the Standard
& Poor's 500 had eased 0.47 to

67229 and the American Stock
Exchange composite lost 0.04

at 612.19. The technology-rich

Nasdaq composite shed 2.68 to

1,241.74. NYSE volume was
light at 223m shares.
Consumer shares managed

to buck the falling market. The
Morgan Stanley index of con-

sumer shares added 0.2 per
cent, while the counterpart
index of cyclical shares posted
a loss of 0.3 per cent

Activity was expected to be
muted on US financial markets
through to the end of the week
because there was little sched-

uled in the way of economic
data and markets will be
closed on Monday for Memorial
Day.
There was much interest yes-

terday in the initial public
offering of Saks Holdings, the
up-scale department store

chain owned by the Bahrain-

based Investcorp. Shares were
priced late on Tuesday at $25

each. $2 above the h&h end of

the expected price range, and
in early trading they jumped
510 or 40 per cent to $35.

Dayton Hudson, a middle
market retailing chain, gave
up $3%, nearly all of the $4 it

rose on Tuesday after report-

ing stronger than expected
first-quarter earnings. That
brought the shares to $102%.

Toys *R’ Us fell $% or 2 per
cent to $29%. The Federal
Trade Commission voted yes-

terday to file an administrative

complaint against the toy
retailer charging that it had
used its market power to keep
toy prices high. The stock
declined on Tuesday amid
speculation that the FTC was
preparing to make such a

move.
Iomega, the US maker of

computer disk drives, contin-

ued the run-up begun when the

company announced a stock
split that took effect on Tues-
day. Since Monday the shares

had risen a split-adjusted $S££

and by early yesterday after-

noon they were ahead another
MY. at $47%.

Syquest. which also makes
external computer disk drives,

rose $1% or 14 per cent to $12%.

Canada

Toronto was weak in midses-

rion trade, and continued the

trend of low turnover seen on
Tuesday when the market
closed at its 28th record high of

the year.

The TSE-300 index was off

8-95 by noon at 5229.30 in vol-

ume of 42.8m shares.

Further volatile trade was
seen in Cartaway Resources
which picked up from a low of

C$2.40 to trade 23 cents up at

C$3.01. The shares jumped to

C$26 last week on a potential

mining prospect before giving

up most of the rise when the
company released disappoint-

ing results from tests.

SOUTH AFRICA
Volatile trading was seen in

Johannesburg as technical fac-

tors predominated. The indus-

trial index, for instance, rose

97 points at one stage before
falling steadily to finish 1.6

down at 7,738.6.

SA Breweries was in charac-

ter
,
trading between a day's

high of R125 and a low of
K118.50 before closing R4 off

at R1 19.50. Hie overall index
lost 1.0 at 6,652,8 as golds
receded 16.4 to 1,931.9.

Financials were weak in

PARIS as a number of analysts

turned negative on the sector,

while the threat of industrial

action throughout the country

by trade unions today was an

added, and more general, disin-

centive.

The CAC-W index fell 26.22

or 1 per cent to 2.103.49 in high

turnover of FFr7.3bn. Some
brokers also observed that

hopes for a further, imminent

cut in domestic interest rates

now seemed to have receded.

The financial sector lost 1.2 per

cent.

Eridania Beghin-Say fell

FFr30 to a year's low of FFr800

as one broker downgraded the

stock, visualising a potential

drop in earnings due to rising

prices for raw materials.

Canal Plus and Havas moved
up a respective FFr8 and
FFr2JO to FFrl.230 and FFr444

on speculation about a change
in cross-holdings. Following a

shareholders meeting Docks de
France rose FFr29 to FFr1,100

as the retailer said that it had

a stable shareholder base and
that it was not seeking an out-

side ally. Last week, Auchan,
which is privately owned,
announced that it had taken a

10.6 per cent stake.

FRANKFURT strove further,

and the Dax set a new intra-

day high of 2.572.68 in early

trading; but profit-taking, a

slightly higher than expected

M3 figure and another gentle

downtrend in Wall Street's

morning left the key index

down 15.33 at 2,548.79. Turn-
over stayed high at DMlQ.2bn.
Lufthansa, which had out-

performed the market by 50

per cent over the previous

three years, fell sharply after

Tuesday's first-quarter data:

the shares closed BM9.20, or

3.75 per cent, lower at

DM236.30. At Deutsche Morgan
Grenfell. Mr Jurgen Pieper cut

hjs earnings per share esti-

mates from DM14J30 to DM13
for 1996 and from DM15.80 to

DM14.50 for 1997, and down-
graded the stock from neutral

to underweight.

Meanwhile. Wella, the hair-

care stock, put on DM57. or 6.9

per cent, at DM885 on its prom-
ise of earnings recovery’ this

year, following a botched reor-

ganisation. and a collapse in

profits in 1995.

ZURICH was weak on domes-

tic uncertainty over the out-

look for interest rates, and for-

eign perceptions that tbe
market bad become too expen-

sive. The SMI index finished

37.3 lower at 3.550.0

Financials suffered from
uncertainty over the outlook
for interest rates, while phar-

maceuticals were pressured by
US selling. Gariant, however,
moved up SFr6 to SFr435 after

its upbeat outlook for the com-
ing year.

Swissair, which had
attracted a number of analysts'
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recommendations, picked up
SFr25 at SFrl.277 on the view
that its continuing pursuit of

Allders International signalled

the airline’s commitment to

building its involvement in
on-core but airline related

businesses.

AMSTERDAM languished
throughout the session before

the AEX index closed with a

marginal loss of 0.53 at 561.31.

Nedlloyd. the transport and
shipping group, was a feature

after publishing first-quarter

results broadly in line with

analysts' expectations, and
indicating that it expected to

end the year in profit. The
stock rose 60 cents to FI 37JO.

There was also some interest

in Unilever, up FI 1.60 to

FI 237.10 following the group's

announcement that it was to

purchase a French frozen prod-

ucts company.
MILAN was pressured by

May's inflation data in hesitant

trade ahead of the new prime
minister’s speech, after the

market closed, outlining his

government's policies. The

Comit index fell 3.33 to 666.20.

Olivetti turned back from a

high of L990 to finish L11.6

weaker at L973.6 as the com-

pany sought to correct an
impression that the chairman.

Mr Carlo De Benedetti, had
said that he expected to sell

the loss-making personal com-

puter business. The company
denied plans for a sale but said

that it had no intention of

expanding its activities

through acquisitions.

Fiat was spurred L75 higher

to L5 ,400 on further specula-

tion about its plans to sell off

non-core businesses.

MADRID saw another slide

in turnover, from Pta38.8bn to

Pta34bn, as equities attempted

to consolidate their recent

rally, and the general index
shed 2.25 to 361.71. Banks and
utilities were weaker after

their recent show of strength

and. in retailers, Pryca lost

Pta55 at Pta3.120 after a put-

through order.

LISBON edged ahead to a

second consecutive record

close, with much of the day’s

attention focused on Banco
Portuguese de Investimento on
signs that it would bid at the

privatisation of Banco Famen-

to & Exterior. The BVL30 index

rose 1.03 to 1,886.47 and FBI
moved Es52 higher to E&2D5L
VIENNA reported feverish

demand for the market heavy-

weight OMV. up Sch58, or

per cent, to Schl.113 on the

resounding success of the sec-

ondary share offering from the

oil and chemicals combine. The
ATX index rose 633 to a 20-

month high of 1,137.51; but
dealers were cautious since, of

the remaining ATX constitu-

ents. losses overwhelmed gain-

ers with 12 down, four up and
two unchanged.
WARSAW was in retreat for

the second successive session

and analysts said that disap-

pointing inflation and earnings

figures had contributed to neg-
ative sentiment The Wig index
fell 2 per cent to 12,413.5 as
turnover dropped by 9 per cent

to 121.1m zlotys.

ISTANBUL tumbled 4.4 per
cent after Ms Tansu Ciller, a
partner in the minority U-

tion government, asked *£he

prime minister, Mr Mesut Yil-

maz, to resign. The composite
index fell 2,943.07 to 63.2S1.59.

Written and edited by William

Cochrane, Michael Morgan and
John Pitt

ASIA PACIFIC

Caracas at another record w§h Nikkei cautious in advance of results flow
Caracas, which had set a record high close on
Tuesday, was continuing to move ahead by mid-
day. The IBC index was up 2405 at 4^0420. On
Tuesday tbe market saw volume of llbn shares
valued at 1.6bn bolivars (83.4m).

MEXICO CITY had edged slightly forward in

early trade, before losing the gain by midses-

sion, following a decline in local interest rates.

The IPC index was 19.97 off at 3.322.74 by noon.

Serfin, a financial group, was up 3 per cent on
reports that it was negotiating to sell a stake in

its bank unit to a foreign investment bank.

SAO PAULO was looking just a little firmer

by midday as euphoria surrounding the privati-

sation of Light and the announcement of better

than expected first-quarter results for Telebras

began to wane. The Bovespa index registered a
gain of 48.54 at 56,068.

Tokyo

EMERGING MARKETS: IFC WEEKLY INVESTABLE PRICE INDICES

Market
No. of

stocks

Doifar terms
May 17 % Change % Change

1SS6 over week on Dec '95

Local currency terms
May 17 % Change *fc Change

1996 over week on Dee '95

Lathi America 1247) 532.68 +1.4 +129
Argentina (31) 942.72 >6.0 +17.7 578,033.78 +62 +17.6

Brazil (68) 350.09 +2.2 +14.7 1,303.97 +2.4 +17.4

Chile (43) 729.14 -2.8 -2.6 1.194.30 -1.3 -2.1

Colombta' (15) 633.02 -2A +5.8 1,195.00 -2.0 +13.9
Mexico (65) 550.08 +2.1 +21.4 1.754.62 +1.5 +16.5
Peru* (20) 204.85 +02 +3.9 301.95 -0.1 +8.7

Venezuela3
(5) 502.94 +1.9 +50.4 5471.62 +3.4 +109.6

Asia (631) 268.89 -06 +152
China* (23) 57.33 -0.3 +6.0 6028 -02 +6.1

South Korea 1 (145) i2ai6 -32 +1.8 131.41 -3.0 +2.3

Philippines 135) 306.49 -0.7 +18.1 387.06 -08 +17.7

Taiwan, Chino* (83) 137.47 -0.6 +212 140.55 -0.4 +21.6

lndia r
(76) 102.98 +22 +28.1 127.46 +1.5 +27.0

Indonesia' (44) 127.57 +0.5 +162 161.55 +0.4 +18.6

Malaysia (123) 322.79 -0.4 +19.0 296.56 -0.4 +16.7
Pakistan" (25) 287.63 -4.9 +18.5 455.13 -4.9 +20.7

Sri Lanka" (5) 110.07 +0.5 +5.8 131.94 +02 +9.1

Thailand (72) 373.15 -2-9 -0.7 374.63 -2.8 -02

Euro/MJd East (238) 140.38 -04 -02
Greece (47) 246.13 +0.3 +12 403.40 -02 +42
Hungary" (8) 16453 +22 +672 293.50 +2-3 +81

A

Jordan (8) 175.43 +0.4 -5.0 261.86 +04 -5.0

Poland 0 (22) 683.20 -1.6 +602 1,145.84 -1.3 +73.1

Portugal (26) 122.85 +0.5 +6.1 132.62 +0.7 +11.6

South Africa" (63) 233.59 +0.7 -92 208.36 -0.3 +72
Turkey'* (54) 134.79 -6.7 +29.0 4.886.76 -62 +63.5

Zimbabwe'’ (S) 380.00 +32 +382 549.97 +32 +45.9

Composite (1116) 304JJ7 +0.0 +108
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The investment potential of the Middle East is improving, according to a new report by
Mr Angus Blair of ENG Barings, writes John Pitt Peace and political stability, says Mr
Blair, are making overseas investors more optimistic, while a new regional order has
been established *which even religions passion seems unlikely to tear apart*'. Following
this sea change in sentiment, direct investment is increasing, with multinationals now
looking more likely to enter the region now than in the past In addition, there has
been a significant increase in the amount of private capital being repatriated. “Even if

only a fraction of the capital held offshore returns to be invested directly and
indirectly," says Mr Blair, “it would make a tangible difference to the economies and
stock markets of the Middle East"
An increase in the number of listed companies is also due as governments and state
authorities loosen their grip, and as tbe private sector grows so there will be greater
demand for capital to modernise. “The result is that the stock market is increasingly
being viewed as one of the main vehicles to raise money," says Mr Blair, “and this is

also encouraging unlisted companies to come to the market and the state to privatise
its enterprises."
In the short term the general election in Israel, called for later this month, will keep
sentiment nervous, while peace talks between Syria and Israel will be one of the main
diplomatic focal points of the year. Regarding equities, says Mr Blair, “the reopening of
the Beirut stock exchange and the readiness for the formal opening of a stock market in
1997 in the UAE will be the highlights of 1996, although the efforts in Bahrain and
Oman to open up to foreigners are an indication of the region at last maturing”.

Investors held back ahead of a

spate of corporate results due
today and tomorrow and prices

lost ground on technical sell-

ing. writes Emiko Terozono in

Tokyo.

The Nikkei 225 average
dipped 133.74 to 21.958.00 after

moving between 21.839.93 and
22.195.74. Profit-taking by
domestic institutions combined
with futures linked selling,

while foreigners remained on
the sidelines. Selling by indi-

vidual investors also weighed
on the index.

Volume picked up to 410m
shares from 401m as some
activity was seen in steel

shares. The Topix index of all

first section stocks shed 6.18 to

1.683.12 and the Nikkei 300 lost

1.19 at 311.04 Declines led rises

by 701 to 337, with 186 issues

unchanged.
Jh London the ISE/Nikkei 50

index put on 0.16 at 1,471.76.

Honda Motor was the indi-

vidual feature of the day, ris-

ing Y100 to an all-time high of .

Y2.580, surpassing its previous
1

record of Y2.520 set eight years

ago, on demand prompted by
its strong earnings forecast for

the current year.

Investors were encouraged
by Tuesday's announcement or

a 15 per cent rise in its consoli-

dated net profit for the year to

last March due to strong sales

of its recreational vehicles, and
projections of a 70 per cent
growth to Y120bn for tbe cur-

rent business year.

Honda's strength led other
carmakers higher. Toyota
Motor gaining Y40 at Y2.410

and Nissan Motor Y15 at Y908.

High-technology stocks fell

on profit-taking. Hitachi
declined Y20 to Yl.030 and
Toshiba Y8 to Y774. Investors

were discouraged by reports

that world semiconductor
demand would fall slightly this

year, in consumer electronics,

however. Sony rose Y10 to

V&fiSO and TDK YoO to Y6.S80.

Large steel and shipbuilder
issues lost ground in spite of

buying by foreign investors

and domestic institutions. Nip-

pon Steel slipped Y5 to Y373
and NKK Y10 to Y314

In Osaka, tbe OSE average

relinquished 46.41 to 23,392.95

in volume of 28.3m shares.

Roundup

Selling of finance shares and
banks hit BANGKOK, where
the SET index slid 2407. or 1.9

per cent, to 1266.5C in active

turnover of BtS.lbn.

Selling was sparked off by
rumours, later denied, that

ENG Baring Securities (Singa-

pore) would stop sending for-

eign trading orders through
the leading Thai finance and
securities company Dhana
Siam. Dhana topped the active

list, dropping Btl2 to Btl43 in

turnover of BtSMm.
KARACHI lost a percentage

point as weak holders
offloaded their holdings after

the Pakistani rupee fell sharply
against the US dollar. The KSE
100 index fell 17.59 to 1,685.97.

HONG KONG consolidated,

the Hang Seng index edging
5.98 lower to 11,082.79 as turn-

over slipped to HKS43bn. How-
ever, Sun Hung Kai Properties

gained 50 cents at HKS76.75 on
talk of a share buyback and a
covered warrant issue.

SINGAPORE recouped some
of its recent losses as demand
reappeared for property stocks,

which had been under pressure

after government measures to

cool the local market. The

Straits Times Industrial index
firmed 2.86 to 2.313.02 but vol-

ume was a low 1045m shares.

Hotel Properties, at the cen-

tre of a controversy over dis-

counts to government minis-

ters. rebounded 19 cents or 8.5

per cent to SS2.43.
KUALA LUMPUR'S compos-

ite index gave up another 5.6S

to 1.140.40 in thin volume of
170m shares. Malaysian Assur-
ance Alliance extended Its

rebound by M$L10 to M$13.30,

recouping recent losses which
followed concerns that a pro-

posed change in Malaysian
insurance rules would hurt the
company's profits.

SEOUL overcame early

weakness in a technical rally

which lifted the composite

index from a low of 910.53 to

end 4.12 up at 924.00.

Selective buying focused on
insurance and telecom issues

with good earnings prospects.

LG Insurance settled at a

year’s high of Won99,600, up
Won5,600. while Dacom went
limit up. gaining Won9,000 at

Wonl62,000.

BOMBAY picked up on
expectations that the new
minority BJP government
would survive a parliamentary
confidence vote, set for May 27.

The BSE-30 index improved
13.90 to 3,685.85.

MANILA ended at a 28-

month high but trade wa/>

tepid, and turnover moderate
at 3.5bn pesos as the composite
index rose 29.00 to 3.155.97.
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REGIONAL MARKETS
figures in parentheses
show number of Ones

of stock

Australia (80)

Austria (25)—
[271

Brazil (281

Canada (99)

Denmark (30V-
FMand E3)
France (97) ,

Germany f60)

Hong Kong (59)

Ireland (16) —
Italy (59)

Japan (*81)

Malaysia (107)
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New Zealand (15]

Norway 05)
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As one ol the top five advisers in the UK*, we successfully combine strategic advisory expertise,

industry knowledge and securities markets strength with the ability to act as principal.

For further information please contact:

David Barclay on 0171 375 5000.

Americas (771) 250.60

Europe (715) .20699

Nonfic (136) 300.19

Pad*: Badn (832) 170.62

Eurp-Pedfic (15471 18649
North America (725) 237.41

Europe Ex. UK (514) 130.01

pacific Ex. Japan (351) 290.17

World Ex. US (1737) 187.78

World Ex. UK (2162) 212&4
World Ex Japan <18Bg) -^.,3*5.9*

Hie World Index 0333) 214.49 145.15 171.88 184.45 y.
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